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RULES  AND  REGUUTIONS 


Title  45— Public  Welfara 

CHAPTER  I— OFFICE  OF  EDUCATION. 
DEPARTMENT  OF  HEALTH,  EDUCA¬ 
TION.  AND  WELFARE 

PART  190— BASIC  EDUCATIONAL 
OPPORTUNITY  GRANT  PROGRAM 

Expected  Family  Contribution  for  Academic 
Year  1974^75 

A  notice  of  proposed  rulemaking  was 
published  in  the  Federai,  Register  on 
September  24,  1973  (38  FR  26660),  to 
amend  subpaits  C  and  D  of  i>art  190  of 
Title  45  of  the  Code  of  Federal  Regula¬ 
tions  dealing  with  the  Family  Contribu¬ 
tion  Schedules  for  the  Basic  Educational 
Opportunity  Grant  Program.  Such 
amendments  were  to  apply  for  academic 
year  1974-75.  The  key  provisions  of  these 
amendments  were  essentially  as  follows: 

1.  Subpart  C  set  forth  methods  to  be 
used  in  determining  the  expected  family 
contribution  for  d^ndent  students, 
which  is  used  in  determining  a  student’s 
grant  xmder  the  Basic  Educational  Op¬ 
portunity  Grant  Program.  It  established 
the  procedures  for  determining  the  ex¬ 
pected  family  contribution  from  parental 
income  and  assets,  including  the  allow¬ 
ances  to  be  made  against  income  and 
assets  and  the  rates  of  contribution 
against  income  and  assets  after  such 
allowances  have  been  made,  and  the  ex¬ 
pected  contribution  from  the  effective 
income  of  the  dependent  student  and 
from  the  dependent  student’s  assets- 

2.  Subpart  D  set  forth  the  methods 
to  be  used  in  determining  the  expected 
family  contribution  for  independent  stu¬ 
dents.  It  established  the  definition  of  the 
independent  student  and  further  set 
forth  procedures  for  determining  the  ex¬ 
pected  family  contribution  from  the  ef¬ 
fective  income  of  the  independent  stu¬ 
dent.  the  contribution  from  the  income 
of  the  independent  student,  including 
allow’ances  against  such  income  and  the 
rates  of  contribution  to  be  used  in  de¬ 
termining  the  contribution  from  the 
income  after  the  allowances  have  been 
made,  and  the  rates  to  be  used  in  deter¬ 
mining  the  contribution  from  the  assets 
of  the  independent  student. 

Interested  parties  were  invited  to  sub¬ 
mit  written  comments,  suggestions,  or 
objections  with  regard  to  the  proposed 
Family  Contribution  Schedules.  In  addi¬ 
tion,  as  required  by  §  411(a)  (3)  (A)  (11) 
of  the  Higher  Education  Act  of  1965,  as 
amended  (20  U.S.C.  1070a(a)  (3)  (A) 
(ii)),  the  schedules  were  submitted  to 
the  President  of  the  Senate  and  the 
Speaker  of  the  House. 

Hearings  on  these  Schedules  were  held 
by  the  Senate  Subc(»nmlttee  on  Educa¬ 
tion  on  October  11,  1973,  and  by  the 
House  Special  Subcommittee  on  Educa¬ 
tion  on  November  30,  1973.  During  both 
of  these  hearings,  the  Congressional 
comments  centered  around  four  major 
Issues  in  the  Schedules:  the  treatment 
of  assets;  the  treatment  of  effective  in¬ 
come  of  the  student;  the  level  of  the 
family  size  offsets;  and,  the  treatment 
of  other  assets. 


The  major  concern  expressed  regard¬ 
ing  the  treatment  of  assets  concerned 
those  families  with  farm  or  small  busi¬ 
ness  assets  as  well  as  those  families  with 
a  sig^cant  equity  in  their  homes.  It 
appears  that  in  a  large  number  of  such 
cases,  these  families  have  a  relatively 
high  asset  position  and  low  annual  in¬ 
comes.  The  proposed  Schedules  did  not 
sufficiently  accommodate  families  in  this 
type  of  financial  situation.  As  a  result  of 
the  Congressional  comments,  the  asset 
treatment  was  modified.  The  modifica¬ 
tion  provides  that  in  those  cases  where 
the  allowable  deductions  from  income 
(Federal  taxes,  living  expenses,  unusual 
expenses,  employment  expenses)  exceed 
the  family  income,  a  deduction  is  made 
from  the  contribution  from  assets  in  an 
amoimt  equal  to  the  amount  by  which 
the  allowable  deductions  from  income 
exceed  that  income.  This  amount  is 
called  “negative  discretionary  income”. 
’This  adjustment  will  provide  a  more 
equitable  treatment  for  those  low-income 
families  with  a  relatively  high  asset 
positlmi. 

With  regard  to  the  treatment  of  ef¬ 
fective  income  of  the  student,  the  prob¬ 
lem  appears  to  be  that,  in  many  in¬ 
stances,  social  security  benefits  represent 
the  primary  source  of  income  for  the 
family.  In  the  very  lowest  income  group, 
these  benefits  are  often  the  sole  source  of 
family  income. 

It  should  also  be  noted  that  effective 
income  of  the  student,  as  specified  in  the 
legislation,  includes  both  social  security 
benefits  and  benefits  from  the  Veterans 
Administration.  As  such,  any  modifica¬ 
tion  proposed  to  alleviate  the  problems 
affecting  social  security  recipients  will 
have  the  same  impact  on  recipients  of 
veterans  educational  assistance.  How¬ 
ever.  the  objections  to  the  treatment  of 
V.A.  benefits  were  minimal. 

While  it  was  determined  that  this  issue 
must  be  thoroughly  examined  before  any 
long-term  solution  could  be  reached,  the 
Schedules  have  been  modified  to  provide 
a  more  equitable  treatment  of  effective 
income  of  the  student.  This  change  will 
provide  for  a  treatment  which  is  similar 
to  that  utilized  in  the  treatment  of  as¬ 
sets.  In  those  cases  where  there  is  nega¬ 
tive  discretionary  income,  a  deduction 
will  be  made  from  the  effective  income 
of  the  student  to  offset  this  negative 
amount. 

However,  in  those  cases  where  there  is 
negative  discretionary  income  and  an  ex¬ 
pected  contribution  from  both  assets  and 
effective  income  of  the  student,  the  de¬ 
duction  will  be  first  taken  from  effective 
income  of  the  student. 

The  comments  on  the  family  size  offset 
dealt  with  the  base  data  used  to  deter¬ 
mine  the  level  of  these  offsets.  The  base 
used  in  the  proposed  Schedules  is  the 
“Weighted  Average  ’Thresholds  at  the 
Low-Income  Level”  developed  by  the  So¬ 
cial  Security  Administration.  It  was  sug¬ 
gested  that  as  an  alternative,  the  base 
for  determining  the  family  size  offsets  be 
the  Bureau  of  Labor  Statistics  low-in¬ 
come  thresholds. 


However,  it  was  determined  that  It 
would  be  best  to  continue  using  the  social 
seciudty  base  for  the  following  reasons. 
First,  this  base  Is  currently  being  used  to 
determine  need  for  other  Federal  pro¬ 
grams  such  as  Title  I,  ESEA.  Second, 
maintaining  the  system  utilized  In  the 
Schedules  and  increasing  the  family  size 
offsets  by  using  the  BLS  data  would  make 
the  Family  Contribution  Schedule  for 
Basic  Grants  far  more  liberal  than  any 
of  the  need  analysis  systems  currently  in 
use.  Finally,  given  the  overriding  con¬ 
cern  regarding  the  early  ai^roval  of  the 
Schedules,  it  was  determined  that  such 
an  extensive  revision  in  the  formula 
could  not  be  accomplished  in  a  timely 
enough  manner  to  achieve  the  early  de¬ 
cisions  necessary  for  the  success  of  the 
Program. 

The  family  size  offsets  utilized  in  the 
Family  Contribution  Schedules  for  1974- 
75  have  been  increased  by  8.8  percent, 
which  represents  the  rise  In  the  Con- 
siuner  Price  Index  for  1973. 

Finally,  as  a  result  of  both  the  com¬ 
ments  received  and  the  statistical  data 
collected  on  1973-74  Basic  Grant  appli¬ 
cants,  It  was  determined  to  eliminate 
“other  assets”  from  the  Family  Contri¬ 
bution  Schedule. 

These  modifications  were  presented  to 
the  Congress  and  both  the  House  and  the 
Senate  approved  the  Schedules  with 
these  changes. 

In  addition  to  the  comments  received 
in  the  Congressional  Hearings,  com¬ 
ments  were  received  fr(»n  the  public. 
These  comments  primarily  dealt  with 
the  four  Issues  discussed  above. 

Other  comments  were  received  which 
discussed  such  aspects  of  the  Schedules 
as  the  treatment  of  independent  stu¬ 
dents,  student  earnings,  and  the  com¬ 
parison  of  the  results  of  the  Schedules 
with  the  results  of  other  need  analysis 
systems.  At  the  present  time,  we  do  not 
have  sufficient  experience  In  the  opera¬ 
tion  of  this  program  to  determine 
whether  the  changes  should  be  made  in 
line  with  these  comments. 

However,  the  Family  Contribution 
Schedules  are  required  to  be  submitted 
aimually  suid,  therefore,  there  will  be  an 
opportimlty  to  make  further  modifica¬ 
tions  on  the  basis  of  these  comments  if 
subsequent  experience  shows  that  such 
modifications  are  necessary. 

The  Family  Contribution  Schedules, 
as  published,  also  contained  some  tech¬ 
nical  inaccuracies  and  omissions.  These 
Inaccuracies  and  omissions  have  been 
corrected  in  this  publication  of  the  regu¬ 
lations.  There  has  also  been  some  re¬ 
arrangement  of  text  to  give  greater 
clarity,  and  deletion  of  text  where  the 
material  published  was  more  appropriate 
for  some  other  portion  of  the  regulations. 

In  light  of  the  foregoing.  Subparts  C 
and  D  of  part  190  of  Title  45  of  the  Code 
of  Federal  Regulations  are  amended  as 
set  forth  below. 

Effective  Date.  These  regulations  shall 
become  effective  August  1, 1974. 
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Frofram.) 

Dated:  June  18, 1974. 

Pim  P.  MtmiHiAD, 

Acting  U.S.  CommUsUmer 
of  Education. 

Approved:  June  21, 1974. 

FiAinc  Carlucci, 

Acting  Secretary  of  Health. 
Education,  and  Welfare. 

Subpart  C  of  45  CFR  Part  190  is 
amended  as  set  forth  below: 

Subpart  C— Expected  Family  Contribution  for 
Dopondont  Students 

8ec. 

190.31  Indicators  of  financial  strength. 

190.32  Special  definitions. 

190.33  The  expected  family  contribution  for 

dependent  students  from  parents’ 
Income. 

190.34  ComputatlcMi  of  expected  contribu¬ 

tion  from  the  student's  effective 
income. 

190.36  Computation  of  standard  expected 

contribution  from  parents’  assets. 
190.39  Computation  for  expected  contrlbu- 
tlcm  from  parents’  Income  and 
assets,  adjusted  for  number  of 
famUy  members  attending  institu¬ 
tions  of  postsecondary  education. 

190.37  Computation  of  expected  contribu¬ 

tion  fn»n  the  student’s  assets. 

190.38  Computation  of  the  total  expected 

famUy  contribution. 

AuTHoRrrr :  Subpart  1  of  Part  A  of  Title  IV 
of  the  Higher  Education  Act  of  1995,  as 
amended  (20  U.S.C.  1070a) . 

Subpart  C — Expected  Family  Contribution 
for  Dependent  Students 

§  190.31  Indicators  of  financial  strength. 

“Expected  family  contribution”  with 
respect  to  each  dependent  student  means 
the  amount  which  the  family  of  that 
student  may  reasonably  be  expected  to 
contribute  toward  the  cost  of  his  educa¬ 
tion  for  an  academic  year.  Each  of  the 
following  elements  of  financial  strength 
will  be  considered  in  determining  the 
family  contribution  for  dependent  stu¬ 
dents: 

(a)  The  amount  of  the  eSective  Income 
of  the  student. 

(b)  The  amoimt  of  the  effective  Income 
of  the  student’s  parent(s) . 

(c)  The  number  of  dependents  of  the 
student’s  parent(s) . 

(d)  ’The  number  of  dependents  of  the 
student’s  parentis)  who  are  in  attend¬ 
ance,  on  at  least  a  half-time  basis,  in  a 
program  ot  poetsecondary  education. 

(e)  The  amount  of  assets  of  the 
student. 

(f)  The  amount  of  assets  of  the  stu¬ 
dent’s  parentis) . 

(g)  Unusual  expenses  of  the  student 
and  the  imusual  expenses  of  the  student’s 
parent(s).  Such  unusual  expenses  shall 
be  limited  to  medical  and  dental  expenses 
and  expenses  arising  from  catastrophe. 

(h)  The  additional  expenses  Incurred 
in  providing  an  Income  when  two  par¬ 
ents  are  employed  or  when  a  family  Is 
headed  by  a  single  parent. 

(20  n.S.C.  1070a(a)  (3)  (B)  (11) . 
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S  19032  Special  definitions. 

For  purposes  of  this  8UlH>art: 

(a)(1)  “Annual  adjusted  family  In- 
oome”  for  any  base  year  means  the  sum 
of  the  following:  Adjusted  gross  Income 
as  defined  in  section  62  of  the  Internal 
Revenue  Code  of  the  student’s  parents, 
whether  or  not  the  parmts  file  an  in¬ 
come  tax  return,  investment  income  of 
the  studait’s  parents  upon  which  no 
Federal  income  tax  is  required  to  be  paid 
such  as  interest  on  municipal  and  State 
bonds,  other  Income  of  the  parents  upon 
which  no  Federal  income  tax  is  required 
to  be  paid  such  as  child  support  pay¬ 
ments,  income  of  the  parents  received 
imder  income  maintenance  programs  in¬ 
cluding  welfare  benefits,  social  security 
benefits  paid  to  the  student’s  parents  ex¬ 
cept  those  educational  benefits  paid  on 
account  of  the  student  or  other  mem¬ 
bers  of  the  student’s  family,  and  Vet¬ 
eran’s  benefits  paid  to  the  student’s  par¬ 
ents  except  those  educational  benefits 
paid  on  accoxmt  of  the  student  or  other 
members  of  the  student’s  family  under 
Chapter  35  of  Title  38  of  the  United 
States  Code. 

(2)  In  the  case  of  the  student  whose 
parents  are  divorced,  or  are  separated 
and  file  separate  retxuTis  for  Federal  in¬ 
come  tax  purposes,  only  the  lnc(Hne  as  de¬ 
scribed  in  paragraph  (a)  (1)  of  this  sec¬ 
tion  of  the  parent  who  provides  more 
than  one-half  of  the  student’s  support 
for  the  base  year.  Shall  be  considered  in 
determining  the  annual  adjusted  family 
income.  If  no  parent  provides  more  than 
one-half  of  the  support  of  the  student, 
(mly  the  income  as  described  in  para¬ 
graph  (a)(1)  of  this  section,  of  the  par¬ 
ent  who  provides  the  greater  amount  of 
that  student’s  financial  support  in  the 
base  year  shall  be  considered  in  deter¬ 
mining  the  annual  adjusted  family  in¬ 
come. 

(3)  In  the  case  of  the  student  whose 
parents  are  married,  not  separated  and 
file  separate  returns  for  Federal  income 
tax  purposes,  the  Income  as  described  in 
subparagraph  (a)(1)  of  this  section 
of  both  parents  shall  be  combined 
to  determine  the  annual  adjusted  family 
income  for  that  student. 

(b)  “Assets”  means  cash  on  hand  in¬ 
cluding  amounts  in  checking  accounts, 
savings  accounts  and  trusts,  the  current 
market  value  at  the  time  of  application 
of  stocks,  bonds,  any.  other  securities, 
reel  estate,  home  (if  owned),  income 
producing  property,  business  equipment 
and  business  inventory  which  are  held 
by  the  student’s  parents  and  by  the  stu¬ 
dent. 

(c)  “Base  year”  means  the  tax  year 
for  which  InfCHinatuHi  is  requested  by 
the  Commissioner  fm:  the  purpose  of 
determining  family  income. 

(d)  “Dependent  studoit”  means  any 
student  who  does  not  qualify  as  an  inde¬ 
pendent  student  as  defined  in  S  190.42 
(a). 

(e)  “Effective  Income  of  the  student” 
means  any  amoimt  paid  to,  or  on  account 
of,  the  student  under  the  Social  Security 
Act  which  would  not  be  paid  if  he  were 
not  a  student,  l.e.,  under  section  202(d) 
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of  title  n  of  the  Social  Security  Act,  42 
UIS.C.  402(d),  and  one-half  of  any 
amount  paid  .the  student  under  chapter 
34  of  title  38,  United  States  Code  (Vet¬ 
erans  Educational  Assistance — 38  U.S.C. 
1651  et  seq.)  and  chapter  35  of  title  38, 
United  States  Code  (War  Orphans’  and 
Widows’  Education  Assistance — 38  U.S.C. 
1700  et  seq.) .  The  amoimt  of  the  effective 
Income  of  the  student  is  the  amount  to  be 
received  during  the  academic  year  for 
which  Basic  Grant  assistance  is  re¬ 
quested. 

(20  UB.C.  1070a(a)  (3)  (B)  (Iv) .) 

(f)  “Effective  family  income”  of  a 
student’s  parents  means  the  annual  ad¬ 
justed  family  income  received  for  the 
base  year  minus  the  Federal  Income  tax 
paid  or  payable  with  respect  to  such  in¬ 
come  during  the  base  year. 

(20  U.S.C.  1070a(a)  (3)  (B)  (Ul).) 

(g)  “Employment  expenses  offset” 
means  an  allowance  to  meet  expenses 
relating  to  employment  where  both  par¬ 
ents  are  employed  or  where  one  parent 
qualifies  as  a  surviving  spouse  or  as  head 
of  a  household  under  section  2  of  the  In¬ 
ternal  Revenue  Code. 

(h)  “Expenses  arising  from  catastro¬ 
phe”  means  those  types  and  amounts  of 
casualty  losses  which  may  be  deducted 
under  section  165(c)  (3)  of  the  Internal 
Revenue  Code  which  were  incurred  dur¬ 
ing  the  base  year  by  the  student,  the  par¬ 
ents  of  the  student  and  the  parents’ 
dependents. 

(20  U.S.C.  1070a(a)  (3)  (B)  (il)  (V) .) 

(i)  “Family  size  offset”  means  an  al¬ 
lowance  to  meet  subsistence  expenses,  in¬ 
cluding  food,  shelter,  clothing,  and  other 
basic  needs  of  a  family.  For  purposes  of 
this  part  the  "Weighted  Average  Thresh¬ 
old  at  the  Low  Income  Level,”  as  devel¬ 
oped  by  the  Social  Security  Administra¬ 
tion  shall  be  used  as  a  basis  to  determine 
the  amount  for  the  family  size  offset. 

(j)  “Federal  income  tax”  means  the 
tax  on  Income  paid  to  the  U.S.  Govern¬ 
ment  under  chapter  2  of  the  Internal 
Revenue  Code  and  the  tax  on  income 
paid  to  the  Governments  of  Puerto  Rico, 
Guam,  American  Samoa,  the  Virgin  Is¬ 
lands,  and  the  Trust  Territory  of  the 
Pacific  Islands  imder  the  laws  applicable 
to  those  Jurisdictions. 

(20  UB.C.  1070a(a)  (3)  (B)  (ill) .) 

(k)  “Medical  exfienses”  means  those 
types  of  medical  and  dental  expenses, 
except  premiums  for  medical  Insurance, 
that  may  be  deducted  under  section  213 
of  the  Internal  Revenue  Code  which  were 
incurred  during  the  base  year  by  the 
student,  the  parents  of  the  student  and 
the  parents’  dependents. 

(l)  “Net  assets”  means  the  ciurent 
market  value  of  the  assets  included  in 
paragraph  (b)  of  this  section,  minus  the 
outstanding  liabilities  (indebtedness) 
against  such  assets  at  the  time  of  appli¬ 
cation. 

(m)  “Parmt”  meems  the  mother  or 
father  of  the  studmt,  unless  any  other 
person,  except  the  student’s  qsouse,  pro¬ 
vides  more  than  one-half  of  the  student’s 
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support  and  claims  or  Is  eligible  to  claim 
the  student  as  an  exemption  for  Federal 
income  tax  purposes  for  the  base  year, 
in  which  case  such  person  shall  be  con¬ 
sidered  the  parent. 

(n)  “Student’s  parents’  dependents” 
means  any  of  the  following  persons  for 
whom  the  parents  provide  or  will  pro¬ 
vide  during  the  calendar  year  in  which 
the  student  applies  to  have  his  expected 
family  contribution  determined  more 
than  one-half  of  support:  (1)  Any  other 
childi-en  of  the  student’s  parents,  (2)  any 
other  persons  related  to  the  student’s 
parents  by  blood  or  marriage,  or  (3)  any 
person  living  with  the  parents. 


parents  are  employed,  or  50  percent  of 
the  adjusted  gross  inomne  earned  in  the 
base  year  of  a  parent  qualifying  as  sur¬ 
viving  spouse  or  as  head  of  household  as 
defined  in  section  2  of  the  Internal  Rev¬ 
enue  Code,  but  in  no  case  shall  such  an 
offset  exceed  $1,500.  The  expense  may  be 
claimed  only  if  the  income  of  both  par¬ 
ents  or  the  income  of  the  surviving  spouse 
or  head  of  household  is  taken  into  ac- 
coimt  for  the  purposes  of  computing  the 
annual  adjusts  family  income. 

(d)  To  determine  the  expected  family 
contribution  from  parental  Income  the 
following  rates  shall  be  applied  to  dis¬ 
cretionary  income: 


(20  U.S.C.  1070a(a)  (3)  (B)  unless  otherwise 
noted.) 

§  190.33  The  expected  family  contribu¬ 
tion  for  dependent  students  from 
parents*  income. 

The  expected  family  contribution  for 
dependent  students  from  parents’  Income 
for  each  grant  shall  be  an  amount  de¬ 
termined  in  the  following  manner: 

(a)  Determine  the  effective  family  in¬ 
come  of  the  student’s  parents. 

(b)  Add  to  the  amoimt  determined  in 
paragraph  (a)  of  this  section  the  effec¬ 
tive  income  of  the  student  attributable 
to  the  dependents  of  the  student  who  is 
a  veteran. 

(c)  Determine  discretionary  income 
by  deducting  from  the  amount  calculated 
in  paragraph  (b)  of  this  section  the 
following: 

(1)  Family  size  offset.  A  family  size 
offset  is  the  amount  specified  in  the  fol¬ 
lowing  table.  Family  size  includes  the 
student,  the  student’s  parents  and  the 
student’s  parents’  dependents.  If  the 
parents  are  divorced  or  separated,  family 
size  shall  include  the  student  and  any 
parent  whose  Income  is  taken  into  ac¬ 
count  for  the  purpose  of  computing  the 
annual  adjusted  family  inccHne  and  that 
parent’s  dependents. 

Familt  Size  Offsets 


Family  size 

2.. . 

3 _ 

4.. . . 

5..  . 

6. . . 

7  . 

8  . . 

9 . . 

10 . 

n... . 

12 _ 


Dollar  amount 

.  3, 050 

.  3, 650 

.  4, 850 

.  5, 500 

.  6, 200 

.  6,900 

.  7, 600 

. .  8,300 

.  9, 000 

.  9, 700 

.  10,400 


(2)  Unusual  expenses.  The  amount  by 
which  the  sum  of  medical  and  dental 
expenses  and  losses  resulting  from  catas¬ 
trophes  incurred  in  the  base  year  and 
not  compensated  by  insurance  exceeds 
20  percent  of  effective  family  income. 
Unusual  expenses  may  be  deducted  if 
they  were  incurred  by  the  student,  the 
student’s  parents  and/or  the  student’s 
parents’  dependents. 


<3)  Employment  expense  offset.  An 
employment  expense  offset  in  an  amount 
equal  to  50  percent  of  the  adjusted  gross 
income  earned  in  the  base  year  by  the 
parent  earning  the  lesser  income  if  both 


$0 _ _  (No  contribution  ex¬ 

pected.) 

$1  to  4,999 _  20  percent  of  Discretionary 

Income. 

$5,000  or  more..  $1,000  plus  30  percent  of 
Discretionary  Income  In 
excess  of  5,000. 


(20  n.S.C.  1070a(a)  (3)  (B).) 

§  190.34  Computation  of  expected  con¬ 
tribution  from  tbe  student’s  effective 
income. 

(a)  Except  as  provided  for  in  para¬ 
graph  (b)  of  this  section  the  expected 
family  contribution  shall  include  100  per¬ 
cent  of  the  student’s  effective  income  for 
the  academic  year  for  which  aid  is  re¬ 
quested;  provided  that,  that  portion  of 
effective  income  of  the  student  attribut¬ 
able  to  the  dependents  of  a  veteran  shall 
instead  be  included  as  a  part  of  the  dis¬ 
cretionary  income  of  the  student’s 
parents. 

(b)  (1)  'The  contribution  from  the 
student’s  effective  income  calculated  in 
paragraph  (a)  of  this  section  shall  be  re¬ 
duced  by  the  amount  of  negative  discre¬ 
tionary  income  as  defined  in  paragraph 
(b)  (2)  of  this  section. 

(2)  The  amount  of  negative  discre¬ 
tionary  income  is  the  amount  by  which 
the  sum  of  deductions  for  offsets  and 
expenses  set  forth  in  9  190.33(c)(1) 
through  9  190.33(c)(3)  exceeds  the 
amount  of  family  income  determined  in 
9  190.33(b). 

(20  U.S.C.  1070a(a)  (3)  (B).) 

§  190.35  Computation  of  standard  ex- 
pcH^ted  contribution  from  parents* 

assets. 

(a)  Except  as  provided  for  in  para¬ 
graph  (b)  of  this  section,  the  expected 
contribution  from  parentfd  assets  shall 
be  an  amount  determined  in  the  follow¬ 
ing  manner: 

(1)  Determine  the  net  assets  owned 
by  the  parents. 

(2)  Deduct  an  asset  reserve  of  $7,500 
from  net  assets  as  determined  in  para¬ 
graph  (a)(1)  of  this  section. 

(3)  The  contribution  from  parental 
assets  shall  be  an  amount  equal  to  5  per¬ 
cent  of  the  remainder  obtained  in  sub- 
paragraph  (2)  of  paragraph  (a)  of  this 
section. 

(b)  Where  the  calculations  required 
by  9  190.33(c)  produce  an  amoimt  of 
negative  discretionary  Income  as  defined 
in  9  190.34(b)(2),  the  expected  contri¬ 


bution  from  parents’  assets,  calculated 
in  paragraph  (a)(3)  of  this  section, 
shall  be  reduced  by  the  amount  of  such 
negative  discretionary  inemne  except  to 
the  extent  that  pursuant  to  9 190.34 
(b)(1)  such  Income  was  used  to  offset 
the  expected  contribution  from  the  stu¬ 
dent’s  effective  Income. 

(c)  If  the  student’s  parents  are  di¬ 
vorced  or  separated  only  the  assets  of 
the  parent  whose  income  is  taken  into 
account  for  the  purpose  of  computing 
annual  adjusted  family  income  shall  be 
considered. 

(20  U.S.C.  1070a(a)(3)(B).) 

§  190.36  Computation  for  expected  con¬ 
tribution  from  parents*  income  and 
assets,  adjusted  for  number  of  fam¬ 
ily  members  attending  institutions  of 
postsecondary  education. 

(a)  For  each  grant  the  amoimt  ex¬ 
pected  from  parents’  income  as  deter¬ 
mined  in  9  190.33  shall  be  added  to  the 
amount  expected  from  parents’  assets  as . 
determined  in  9  190.35. 

(b)  For  each  grant  the  cofftbined  ex¬ 
pectation  calculated  on  the  basis  of  the 
above  formula  shall  be  further  adjusted 
in  the  following  manner  to  take  into  con¬ 
sideration  the  number  of  family  mem¬ 
bers  who  will  be  in  attendance,  on  at 
least  a  half-time  basis,  in  programs  of 
postsecondary  education  during  the  aca¬ 
demic  year  for  which  basic  grant  assist¬ 
ance  is  required: 

Number  of 
family  members 
attending  in¬ 
stitutions  of  Expected  contribution  from 


postsecondary  combined  contribution  per 

education  student 

1  -  100  percent  of  contribu¬ 

tion  from  the  amount 
determined  in  paragraph 
(a)  of  this  section. 

2  -  70  percent  of  contribution 

from  the  amount  deter¬ 
mined  In  paragraph  (a) 
of  this  section. 

3  -  50  percent  at  contribution 

from  the  amount  deter¬ 
mined  In  paragraph  (a) 
of  this  section. 

4  or  more _  40  percent  of  contribution 

from  the  amount  deter¬ 
mined  In  paragraph  (a) 
of  this  section. 


Fmnily  members  include  the  student,  the 
student’s  parents  and  the  student’s  par¬ 
ents’  dependents.  When  the  student’s 
parents  are  divorced  or  separated  and 
are  filing  separate  returns  for  Federal 
income  tax  purposes,  family  members 
shall  include  the  student  and  any  parent 
whose  income  is  taken  into  account  for 
the  purpose  of  computing  annual 
justed  family  income  and  that  parents’ 
dependents. 

(20  UB.C.  1070a(a)(3)(B).) 

§  190.37  Computation  of  expected  con¬ 
tribution  from  student’s  assets. 

For  each  grant  the  contributiem  from 
the  student’s  assets  shall  be  an  amount 
equal  to  33  per  centum  of  his  net  assets 
as  defined  in  9  190.32(1). 

(20  UB.C.  1070a(a)  (3)  (B) .) 
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§  190.38  Computation  of  the  total  ex¬ 
pected  family  contribution. 

For  each  grant  the  total  expected 
family  contribution  shall  be  the  sum  of : 

(a)  The  expected  contribution  from 
the  student’s  effective  income  as  deter¬ 
mined  in  1  190.34. 

(b)  The  expected  contribution  from 
parents’  discretionary  income  and  par¬ 
ents’  assets  as  determined  in  §  190.36. 

(c)  ’The  expected  contribution  from 
the  student’s  assets  as  determined  in 
S  190.37. 

Subpart  D  of  45  CFR  Part  190  is 
amended  as  set  forth  below. 

Swbpart  D — Expected  Family  Contribution  for 
Independent  Students 

Sec. 

190.41  Indicators  of  financial  strength. 

190.42  Special  definitions. 

190.43  The  expected  famUy  contribution  for 

Independent  students  from  annual 
adjusted  family  Income. 

190.44  Computation  of  the  expected  family 

contribution  from  effective  Income 
for  independent  students. 

190.46  Computation  of  expected  contribu¬ 
tion  from  the  assets  of  the  in¬ 
dependent  student  and  his  or  her 
spouse. 

190.46  Computation  for  expected  contribu¬ 

tion  from  income  and  assets,  ad¬ 
justed  for  number  of  family  mem¬ 
bers  attending  institutions  of  post¬ 
secondary  education. 

190.47  Computation  of  the  total  expected 

family  contribution. 

Axtthobitt  :  Subpart  1  of  part  A  of  title  IV 
of  the  Higher  Education  Act  of  1965,  as 
amended  (20  n.S.C.  1070a) . 

Subpart  D — Expected  Family  Contribution 
for  Independent  Students 

§  190.41  Indicators  of  financial  strength. 

“Expected  Family  Contribution”  with 
respect  to  each  Independent  student 
means  the  amount  which  that  student, 
and  his  or  her  spouse,  if  any,  may  rea¬ 
sonably  be  expected  to  contribute  toward 
the  cost  of  his  or  her  education  for  an 
academic  year.  Each  of  the  following 
elements  of  financial  strength  will  be 
considered  in  determining  the  family 
contribution  for  independent  students: 

(a)  ’The  amoimt  of  effective  income  of 
the  independent  student. 

(b)  The  amount  of  annual  adjusted 
family  Income  of  the  independent  student 
and  the  Independent  student’s  spouse. 

(c)  The  number  of  persons  whom  the 
Independent  student  can  claim  as  an 
exemption. 

(d)  ’The  number  of  dependents  of  the 
Independent  student  who  in  addition  to 
the  student  will  be  in  attendance,  on  at 
least  a  half-time  basis,  in  a  program  of 
postsecondary  education. 

(e)  The  amount  of  the  assets  of  the 
Independent  student  and  his  or  her 
spouse. 

(f )  ’The  unusual  expenses  of  the  inde¬ 
pendent  student,  and  his  or  their  de¬ 
pendents.  Such  tmusual  expenses  sha.ii 
be  limited  to  medical  and  den^  expenses 
and  expenses  arising  from  catastrophe. 

(g)  ’Hie  additional  expenses  Incurred 
in  providing  an  Income  where  both  the 


RULES  AND  REGULATIONS 

independent  student  and  his  spouse  are 
employed  or  where  the  Independent  stu¬ 
dent  qusdifles  as  a  surviving  spouse  or  as 
head  of  a  household  under  section  2  of 
the  Internal  Revenue  Code. 

(20  U.S.C.  1070a(a)(3)(C).) 

§  190.42  Special  definitions. 

For  the  pmposes  of  this  subpart: 

(a)  "Independent  Student”  means  a 
student  who: 

(1)  Has  not  and  will  not  be  claimed 
as  an  exemption  for  Federal  income  tax 
purposes  by  any  person  except  his  or  her 
spouse  for  the  calendar  year(s)  in  which 
aid  is  received  and  the  calendar  year 
prior  to  the  academic  year  for  which  aid 
is  requested, 

(2)  Has  not  received  and  will  not  re¬ 
ceive  financial  assistance  of  more  than 
$600  from  his  or  her  parent(s)  in  the 
calendar  year(s)  in  which  aid  is  received 
and  the  calaidar  year  prior  to  the  aca¬ 
demic  year  for  which  aid  is  requested, 
and 

(3)  Has  not  lived  or  will  not  live  for 
more  than  2  consecutive  weeks  in  the 
home  of  a  parent  during  the  calendar 
year  in  which  aid  is  received  and  the 
calendar  year  prior  to  the  academic  year 
for  which  aid  is  requested. 

<b)  (1)  "Annual  Adjusted  Family  In¬ 
come”  for  any  base  year  means  the  sum 
of  the  following:  Adjusted  gross  income 
as  defined  in  section  62  of  the  Internal 
Revenue  Code  of  the  student  and  the  stu¬ 
dent’s  spouse,  whether  or  not  the  student 
or  the  student’s  spouse  files  an  income 
tax  return,  investment  income  upon 
which  no  Federal  inconje  tax  is  required 
to  be  paid  such  as  interest  on  municipal 
and  State  bonds,  other  income  of  the  stu¬ 
dent  and  the  student’s  spouse  upon 
which  no  Federal  Income  tax  is  required 
to  be  paid  such  as  child  support  pay¬ 
ments,  Income  of  the  student  and  the 
student’s  spouse  received  under  income 
maintenance  programs  including  welfare 
benefits,  social  security  benefits  except 
those  benefits  paid  to  or  on  accoimt  of 
the  student  Included  in  paragraph  (f) 
of  this  section,  and  veteran’s  benefits  ex¬ 
cept  those  veteran’s  benefits  paid  to  the 
independent  student  under  chapters  34 
and  35  of  title  38  of  the  United  States 
Code. 

(2)  In  the  case  of  the  student  who  is 
divorced,  or  is  separated  only  the  stu¬ 
dent’s  own  Income  shall  be  considered  in 
determining  the  annual  adjusted  family 
income. 

(3)  In  the  case  where  the  student  and 
his  spouse  are  married  and  not  separated 
but  file  separate  returns  for  Federal  in¬ 
come  tax  ptuposes,  the  income  as  de¬ 
scribed  in  paragraph  (b)  (1)  of  this 
section  of  both  the  i^pllcant  and  spouse 
shalllDe  combined  to  determine  the  an¬ 
nual  adjusted  family  inccHne  for  that 
student. 

(c)  "Assets”  means  cash  on  hand  in¬ 
cluding  smoimts  in  checking  accounts, 
savings  accounts  and  trusts,  the  current 
market  value  at  the  time  of  application 
of  stocks,  bonds,  and  other  securities,  real 
estate,  home  (if  owned),  income  pro- 
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ducing  property,  business  equipment  and 
business  inventory  which  are  held  by  the 
independent  student  and/or  his  spouse. 

(d)  “Base  year”  means  the  tax  year 
for  which  information  is  requested  by 
the  Commissioner  for  the  purpose  of 
determining  family  income. 

(e)  “Dependent”  means  the  independ¬ 
ent  student’s  spouse  and  any  of  the  fol¬ 
lowing  persons  for  whom  the  student  or 
his  spouse  provides  or  will  provide  dur¬ 
ing  the  calendar  year  in  which  the  stu¬ 
dent  applies  to  have  his  expected  family 
contribution  determined  more  than  one- 
half  of  support:  (1)  any  children  of  the 
student  or  his  spouse:  (2)  any  other  per¬ 
sons  related  to  the  student  or  his  spouse 
by  blood  or  marriage;  or  (3)  any  person 
living  with  the  student  and  his  spouse. 

(f)  ’The  “effective  income  of  the  stu¬ 
dent”  means  any  amoimt  paid  to,  or  on 
account  of,  the  student  under  the  Social 
Security  Act  which  would  not  be  paid  if 
he  were  not  a  stulent;  i.e.,  under  section 
202(d)  of  title  n  of  the  Social  Security 
Act,  42  U.S.C.  402(d) ,  and  one-half  of  any 
amount  paid  the  student  under  chapter 
34  of  title  38,  United  States  Code  (Veter¬ 
ans  Educational  Assistance — 38  U.S.C. 
1651  et  seq.)  and  chapter  35  of  title  38, 
United  States  Code  (War  Orphans’  and 
Widows’  Education  Assistance — 38  U.S.C. 
1700  et  seq.) .  ’The  amount  of  the  effective 
income  of  the  student  is  the  amount  to  be 
received  during  the  academic  year  for 
which  basic  grant  assistance  is  requested. 

(g)  “Effective  family  income”  means 
the  annual  adjusted  family  income  re¬ 
ceived  during  the  base  year  minus  the 
Federal  income  tax  paid  or  payable  with 
respect  to  such  income. 

(h)  “Employment  expense  offset” 
means  an  allowance  to  meet  expenses  re¬ 
lating  to  employment  where  both  the 
Independent  studoit  and  his  or  her 
spouse  are  employed  or  where  the  inde¬ 
pendent  student  qualifies  as  a  surviving 
spouse  or  as  head  of  a  household  under 
section  2  of  the  Internal  Revalue  Code. 

(1)  “Expenses  arising  from  catas¬ 
trophe”  means  those  types  and  amounts 
of  casualty  losses  which  may  be  deducted 
under  section  165(c)  (3)  of  the  Internal 
Revenue  Code  which  were  incurred  by 
the  Independent  student  and  his  depend¬ 
ents  during  the  base  year. 

(j)  "Family  size  offset”  means  an 
allowance  to  meet  subsistence  expenses, 
including  food,  shelter,  clothing,  and 
other  basic  needs  of  the  independent 
studoit  and  his  dependents.  For  pur¬ 
poses  of  this  part  the  “Weighted  Average 
Thresholds  at  the  Low  Income  Level,” 
as  developed  by  the  Social  Security  Ad¬ 
ministration,  shall  be  used  as  a  basis  to 
determine  the  amount  for  the  family  size 
offset  except  in  the  case  of  a  single  inde¬ 
pendent  student,  where  an  amount  esti¬ 
mated  to  be  equal  to  living  expenses  dur¬ 
ing  periods  of  nonenrollment  shall  be 
utilized. 

(k)  “Federal  income  tax”  means  the 
tax  on  income  paid  to  the  U.S.  Oovem- 
ment  under  chapter  2  of  the  Internal 
Revenue  Code  and  the  tax  on  income 
paid  to  the  Governments  of  Puerto  Rico, 
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Guam,  American  Samoa,  the  Virgin  Is>  equal  to  50  percent  of  the  adjusted  gross  amount  of  such  negative  discretionary 
lands,  and  the  Trust  Territory  of  the  Income  earned  in  the  base  year  by  either  Income  except  to  the  extent  that  pur- 
Pacific  Islands  imder  the  laws  applies-  a  married  independent  student  or  the  suant  to  S  190.44(b)  (1)  such  income 
ble  to  those  jurisdictions.  student’s  spouse,  whoever  earns  the  les-  was  used  to  offset  the  expected  contri- 

(20  use  i070a(aU3) (B) (111)  )  Percent  of  the  adjusted  gross  button  from  the  student’s  effective  in- 

'  1  M  M  M  income  earned  dming  the  base  year  by  come. 

'1>  “Medical  expenses”  means  those  ^in  independent  student  qualifying  asag^oA/i^r-  .j 

types  of  medical  and  dental  expenses,  surviving  spouse  or  as  head  of  household  ^ 

except  premiums  for  medical  insurance  as  defined  in  section  2  of  the  Internal  a™d  Tet 

that  may  be  deducted  under  section  213  Revenue  Code,  but  in  no  case  shall  such  number  of  famliv  members  attend- 

of  the  internal  Revenue  Code,  which  were  an  offset  exceed  $1,500.  TuT  insiUu.irs 

incurred  by  the  independent  student  and  (c)  Determine  the  expected  family  education. 

his  dependents  during  the  base  year.  contribution  from  the  family  income  of  ,  .  _  ,  .  . 

(m)  “Net  assets”  means  the  current  the  independent  student  and  his  or  her  *  j  each  grant  the  amount  ex¬ 
market  value  at  the  time  of  application  spouse  by  applying  the  following  rates  to 

of  the  assets  included  in  paragraph  (c)  discretionary  income:  mined  m  §  190.43  shall  be  added  to  the 

of  this  section  minus  the  outstanding  lia-  (D  75  percent  of  discretionary  income  oJ^ount  expected  from  assets  as  deter- 
bilities  (indebtedness)  against  such  for  the  single  independent  student  with  ^  190^5.  . .  - 

assets.  no  dependents:  combined  ex- 

(20  u  s  e.  i070a{a)(3){C).)  (2)  50  percent  of  discretionary  income  Pectation  calculated  on  tlw  basis  of  the 

fnr  thp  InHAnAnHAnt  fitiiHpnf  with  &D0V6  iOrinUl&  Sxl&ll  D6  lUTtnCr  AoJUStBCl 

§  190.43  Tlie  expected  family  coiitribu-  dependents  Other  than  spouse*  and  in  the  following  manner  to  take  Into  con- 
,i„„  for  ind.^nde„.  ..«de„«  from  dteretoSSi  to-  sideraUon  the  number  of  famUy  mem- 

.„„u.l  adjusted  f.mdr  income.  independent  Studem  who  hers  who  wlU  be  to  attendance,  on  at 

The  expected  family  contribution  of  has  dependents  other  than  spouse.  ^  half-time  basis.  In  programs  of 

the  Independent  student  from  annual  ^  postsecondary  education  during  the 

adjusted  family  income  shall  be  an  '  ”  iu/ua(a) (sj (t/).)  academic  year  for  which  basic  grant 

amount  determined  in  the  following  §  190.44  Computation  of  the  expected  assistance  is  requested: 
manner:  family  contribution  from  effective  Number  of 

(a)  Determine  effective  family  income  income  for  independent  students.  family  members 

by  subtracting  from  the  annual  adjusted  (a)  Except  as  provided  for  in  para-  attending  in- 

family  income  (including  the  portion  of  graph  (b)  of  this  section,  the  expected  Expected  contribution  from 

the  eU^Uve  tawme  of  the  student  at-  family  contrlhutlon  shuU  iMlude  100  per  ’"fS’SS'* 

tnbutahle  to  the  de^ndente  of  a  vet-  centum  of  the  student’s  effective  income  ,  Tw.rf.Ant  nf  «nn+ru«. 

eran)  the  amount  of  Federal  Income  tax  for  the  academic  vear  for  which  aid  is  ^  .  percent  of  contrlbu- 

paid  or  payable  with  recpcct  to  auoh  JSu«terexe”p”S  Sal  lS?ti™  5 

^  a.  a.  effective  income  of  the  student  attribut-  graph  (a)  of  this  sec- 

(b)  Determine  discretionary  income  by  able  to  the  dependents  of  a  veteran  shall  tion. 

deducting  the  following  from  effective  instead  be  included  as  a  part  of,  and  2 _  70  percent  of  contribution 

family  income:  treated  as,  annual  adjusted  family  in-  from  the  amount  deter- 

(1)  Family  size  offset.  A  family  size  come  mined  in  paragraph  (a) 

offset  is  the  ai^unt  specified  in  toe  fol-  (b)  (1)  The  contribution  from  toe  stu-  3 .  60°Je"rce1it^f'contribution 

lowmg  table,  ^mily  size  includes  the  dent’s  effective  income  calculated  in  from  amount  deter- 

student  and  his  dependents.  If  the  stu-  paragraph  (a)  of  this  section  shall  be  mined  in  paragraph  (a) 

dent  is  divorced  or  separated,  family  size  reduced  by  the  amount  of  negative  dis-  of  this  section. 

shall  include  any  person  whose  income  is  cretionary  income  as  defined  in  para-  4  or  more _  40  percent  of  contribution 

taken  into  account  for  the  purpose  of  graph  (b)(2)  of  this  section.  amount  deter- 

computing  toe  annual  adjusted  family  (2)  The  amount  of  negative  discre-  ^  paragraph  (a) 

income  and  his  or  her  dependents.  tionary  income  is  the  amoimt  by  which  „  „  v. 

uibuiiic  lo  utc  aiuv/uiv  wjr  ttxuuxx  Family  members  shall  include  any  person 

Family  Size  Oftsets  the  sum  Of  deductions  for  Offsets  gnd  ex-  whose  income  Is  taken  into  account  for  the 

Family  size  Dollar  amount  set  forth  in  §  190.43(b)  exceeds  purpose  of  computing  the  annual  adjusted 

.  the  amount  of  family  income  determined  famUy  income  and  his  or  her  dependents. 

2  -  3,050  jjj  «  190.43(a). 

3  -  3,650  g  190.47  Computation  of  the  total  ex- 

* . -  4,650  §  190.45  Coiiipiitalion  of  expected  con-  ported  family  contribution. 

5  -  5,500  tribiilion  from  the  assets  of  the  inde-  _  .  xj 

6  -  6,200  pendent  student  and  his  or  her  spouse.  each  grant  the  total  expected 

7  . . . .  6,900  ^  ^  j  ,  ,  family  contribution  shall  be  the  sum  of : 

8  . - .  ‘a)  P^o^Jded  for  In  para-  (g,)  xhe  expected  contribution  from 

® . . - - -  of  this  ^tion,  toe  expected  student’s  effective  income  as  deter- 

10  - .  9,000  contribution  from  the  assets  of  toe  inde-  mined  in  §  190  44  and 

\l  - : . .  iS’32o  (b)  The  expected  contribution  from 

shall  be  determined  in  the  following  discretionaiy  .income  and  assets  as 
An  offset  of  $850  shall  be  made  for  the  manner:  determined  in  §  190  46 

single  independent  student.  <1)  Determine  toe  total  amount  of  net 

(2)  Unusual  expenses.  The  amount  by  assets  owned  by  the  student  and  toe  stu- 

ct'w’mico  for  ^JEPENDENT  STUDENTS^  ACADEAIIO  xEAR 

which  the  sum  of  medical  and  dental  ex-  1974-75 

penses,  and  losses  resulting  from  catas-  contribution  from  assets  summary  of  calculations 

VwvewKA..  jtta.twwah  rua.  kooa  s^all  be  SHI  hmount  equal  to  33  percent  of  summary  of  calculations 

X  j  K  <  ^  -1  on  amount  determined  in  paragraph  1.  Parents’  adjusted  gross  income 

compensated  by  insurance,  exceeds  20  of  this  section  m  1973 . . 

percent  of  effective  family  income.  Un-  (b)  where  the  calculations  required  IZHZ 

usual  expenses  may  be  deducted  if  they  by  §  190.43(b)  produce  an  amount  of  3  othef  p^rentai  rncome  +— 

were  incurred  by  toe  independent  stu-  negative  discretionary  income  as  defined  3.  parents’  annual  adjusted  in¬ 
dent  and  his  dependents  during  the  base  in  §  190.44(b)  (2),  the  expected  contri-  come  in  1973 .  = - 

year.  bution  from  the  assets  of  the  student  and  income  Tax _ 

(3)  Employment  expense  off  set.  An  em-  his  spouse  calculated  in  paragraph  (a)  g.  Ef^tivefamUyincome’in  1973!  = - 

ployment  expense  offset  in  an  amount  of  this  section  shall  be  reduced  by  the  6.  Family  size  offset  (table  i) —  + - 
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7.  Unusual  expenses _  +  —  In  which  a  child  is  a  student  since  applies-  rAMn.T  size  orrsrrs 

8.  KnH>loyment  expense  offset  tlon  for  aid  is  made  before  the  student  en-  -  ^  amount 

Rubles) . . . -+ -  rolls  for  a  particular  year  of  study.  A  study  by  Doaar  amount 

9.  Total  offsets  against  income  Orwig  and  Jones  shows  that  income  received  2 -  3, 060 

(lines  6+7+8) _ =  during  the  tax  year  prior  to  the  year  In  3  -  3,660 

10.  Discretionary  income  (line  6  which  the  student  is  implying  for  aid  is  the  4 - - - .  +  660 

minus  line  9) _  ■■■—  best  practical  Indicator  of  the  Income  from  6  -  6,600 

11.  If  pna  10  la  a  positive  amount,  which  a  student's  actual  expenses  will  be  6  -  6,200 

multiply  discretionary  Income  paid.*  If  estimates  of  the  Income  received  7  -  6, 900 

by  applicable  rate  ($1-84,999  during  the  actual  year  of  attendance  are  8  -  7,600 

at  20  percent,  $5,000  or  more,  provided  by  parents,  middle  Income  families  9  -  8, 300 

$1,000+30  percent  of  amount  systematically  underestimate  their  earn-  10  -  9,000 

in’ excess  of  $6,000)  to  obtain  l^s,  and  lower  income  families  systematl-  H  -  9, 700 

standard  contribution  from  cally  overestimate  their  earnings.  The  12 . 10,400 

income.  If  line  10  is  a  nega-  amount  to  be  entered  here,  therefore,  is  ^  Unusual  expenses  (line  7).  The  Basic 

tlve  amount,  enter  0 . .  from  the  previous  year’s  Federal  income  tax  program  te  required  by  law  to  take 

12.  Effective  Income  of  the  student  consideration  two  kinds  of  unusual  ex- 

(soclal  security  and  one-half  2.  Other  parental  income  in  1973  (line  2).  p^ngeg  arising  from  a  "catastrophe” 

of  Veterans  benefits) - -  I^or^tlon  on  other  family  Income  inust  «unusual  medteal  expenses.”  It  is  pro- 

13.  If  line  10  is  a  negative  amount,  also  be  collected  stoce  this  Income  dMS  pog^  to  ugo  internal  Revenue  Service 

enter  that  amount  as  a  posi-  clewly  contribute  te  family  financial  strength  definitions  of  medical  and  dental  expenses 

tive  number;  otherwise  enter  and  casualty  loss  in  determining  "unusual 

0 -  I'll®  pare  ta  o  o  a  y  Basic  Grant  expenses”  for  the  Basic  Grant  program.  The 

14.  Subtract  line  13  from  line  12  to  recipients.  Etemente  of  other  family  Income  of  Internal  Revenue  Servlw  definitions 

obtain  contribution  from  ef-  ^ :  Income  from  tax  exempt  l^ds,  toat  por-  ^^Qids  the  need  for  creating  a  new  definition 

fective  income  of  the  student.  tlon  of  pensions  on  which  no  ^deral  Income  qI  expenses  which  would  be  used  only  by  the 

(May  be  a  negative  number.) .  = -  tax  is  required,  welfare  bene^,  social  secu-  Basic  Grants  program.  However  ,  some  dlstinc- 

16.  If  line  14  is  a  negative  amount.  rtty  benefits  (ex^pt  th^  P®!*!  ^  ^^on  must  be  i^e  between  expenses  which 

change  to  0;  if  line  14  is  a  or  ^a^^t  of  the  student  or  ^heredu^-  may  be  itemized  for  Income  tax  purposes,  and 

positive  amount,  enter  ^  a  tlo^  beneflte  pak^o^w  membera  itemized  expenses  which  are  "unusual” 

contributioix  frcMZi  the  effec-  lamlly),  child  support  payments,  which  are  „  uaed  for  the  Basic  Orant  leffialation 

.. 

1,.  pet ««« pt  p»- _ r’S!  ^ 

17.  subtext  asset  reserve  of  $7,600.  -$7. 600  portion  of  capiW  ^  1.  ThoL  medical' and  dental  expenses  (not 

18.  AvaUable  parental  assets  (line  no  P^eral  income  t^  is  required,  etc.  oonmensated  by  Insurance  or  otherwise) 

16  minus  line  17) .  = -  3  Parents’  annual  adjusted  income  in  ^  J  "medicine  and  ^gs” 

19.  Multiply  avaUable  parental  as-  (Hne  3)  ^rents'  annual  Schedule  A.  Form  1040  of  the 

■  ^  - -  inrrnnA  fHnp  n  niiiQ  nthpr  famiiv  inpntnp  Internal  Revonue  Service  and  those  expenses 

20.  enter  line  19  as  standard  con-  income  (line  1)  plus  other  family  Income  ^  ^  and 

trlbutlon  from  available  pa-  (  pptiprai  inrtynu>  tar  nniA  for  ^ntal  Expenses”  on  lino  6  of  Schedule  A, 

«.  B  line  14  U  pegetB.  .Pier  »  .  Jeauettop  P.  mede.  tropi  p^ael  .dlpet^l 

«  wx  Tr"*"  vdMki.  ^  Internal  Revenue  Service  (Form 

22.  Subtract  line  21  from  line  20  to  year,  1040  schedule  A  iin^ 

obtain  contribution  from  pa-  ».  Effective  family  income  in  1973  (line  5). 

rental  assets  _ _  ’Hie  result  of  subtracting  Federal  Income  tax  .li?  ^  e^enses  which 

23.  Add  lines  11  and  22  to  obtain  paid  (line  4)  from  the  annual  adjusted  in-  *^ltee* 6*S*  S“mSSltionr*^^t£t 

contribution  from  parents'  come  (line  8)  is  effective  family  Incwne  and  1 

Income  and  assets . .  is  the  base  for  calculating  expected  contribu-  ^ 

2A  MultU)ly  line  23  by  multiple  tlon  from  parental  Income.  Mellon  it 

student  rate  to  determine  ex-  6.  FamUy  size  offset  (line  6).  In  addition 

pected  family  contribution  to  taxes,  a  family  has  basic  subslstance  ex-  elalma  frar  such  expenses  to  those 

for  each  family  In  postsec-  penses  which  must  be  met  before  any  con-  genulMly  unusu^. 

ondary  education  (table  2)..  -  trlbutlon  from  Income  can  be  expected.  These  *' ”*t!Iii*?*^^i*^^***  (line  8).  In 

26.  Del^^r^t  asVte  of  stu:  expenses  will  vary  depending  on  size  of  the  comil»uctlng  b^ets  which  r^lze  ex- 

d^t3..T..“:.:-.!-.:...  -  fa^uy  involved.  Ibr  purpo^s  of  the  basic  Penaea  for  l^amllles.  due  prOTUilon  murt  be 

26.  Multiply  student’s  net  assets  by  grant,  the  “Weighted  Average  Thresholds  At 

0.33  . . 1  -  the  Low  Income  Level.”  developed  by  the  which  occur  as  a  r^t  of  ^ployment  It- 

27.  Student  Eligibility  Index  equals  Social  Security  Administration  and  published  **®me  fox  ciothiy.  uansporta- 

sum  of  lines  16,  24,  and  26 _ _  by  the  Bureau  of  the  Census,  have  been  used  tlon,  and  other  ite^  are  rtta^utable  to  oc- 

as  a  tmsonable  approximation  of  basic  fam-  oupatlonal  needs.  When  both  parents  work. 

,  EXPLANATION  OP  CALCULATION  ^  cxpenses.*  Thw  exponsos  are  based  on  additional  enuiloyment  ejqienses  are  Incurred. 

1.  Porenfs’  adjusted  yross  income  in  1973  food  costa  at  a  family  of  a  given  size,  and 

(line  I).  All  «nftr>mA  which  is  available  to  make  certain  assumptions  about  the  addl-  Paxed*-  fba  costs  associated  with  that  em- 
the  parents  should  be  considered  in  the  tlonal  expenses  of  shelter  and  other  family  ployment  are  greater  than  for  a  comparable 
evaluation  of  parental  ability  to  support  the  needs.  worter  who  has  the  economic  advantage  of 

cost  of  postsecondary  education.  The  most  revised  annually,  and  ®  nonemployed  spouse.  Therefore  In  the  de- 

to  thus  can  be  used  to  update  thTfamlly  termination  of  famUy  contribuUon  an  ''Em- 

Income  item  In  the  family’s  Federal  Income  contribution  schedules  from  year  to  year. 

tax  return.  ’This  Infiurmation  Is  readUy  avaU-  xhe  figures  supplied  by  the  Bureau  <rf  the  treat  r^re  equltebly  the  Income 

able  to  most  famUles,  and  the  Information  _  . _ .  n.iTninii  s  a  parent  famUy  where  both  parents 

can  bo  vMifled  by  referring  to  the  IRS  forms  nave  oeen  incrementea  oy  0.0  per-  work,  or  the  single  parent  household.  It  is 

aetuaUy  filed  by  the  parents.  cent  to  reflect  estimated  cost  of  living  In-  recognized  that  both  of  these  types  of  faml- 

If  It  may  be  assumed  that  famUy  Income  creases  from  the  fall  of  1972  to  the  pres-  Ues  wUl  occur  frequently  in  the  lower  In- 

rounded  to  facilitate  cal-  come  famUlee  where  Basic  Orant  eligibility 
provide  fiYnn  their  current  income  for  the  CUlatlon.  The  resulting  figures  have  been  - 

education  of  their  ohUdren.  However,  If  we  called  “Family  Size  Offsets.”  Their  derl-  aprom  “Weighted  Aveiage  Thresholds  At 
attempted  to  m  cimnt  yew  formation,  a  yation  is  illustrated  below:  the  Low  InoooM  Level”  in  1972  by  size 

parent  would  have  to  estimate  the  amount  of  _  famUy  and  ea  of  head,  by  lann^ionfarm 

income  which  he  wUl  receive  during  a  year  ,  Orwlg  and  Jones,  “Can  nnanclal  Need  residence;  ourrent  populatioa  lepcrts,  eon- 

-  Analysis  Be  fllmpllfled?”  The  AmMlcan  Col-  aumer  income,  <duuraicterlatlcs  of  the  low-in- 

^  Reference  numbers  are  keyed  to  the  line  lego  Testing  Program,  Iowa  City,  Iowa,  oome  populeSton;  1972  series  p.  60,  No.  88, 
numbers  in  proceeding  summary.  1970 — p.  11.  June  1973. 
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Is  greatest.  The  offset  provides  that  50  per¬ 
cent  of  the  earnings  of  that  parent  with  the 
lesser  earnings,  or  50  percent  of  the  earnings 
of  the  single  parent,  will  be  protected  from 
any  oontributiun  toward  education.  Hie  max¬ 
imum  offset  is  $1,500  and  would  thus  assure 
that  up  to  $30  a  week  would  be  available  for 
the  additional  expenses  which  these  parents 
face. 

9.  Total  offsets  against  income  {line  9). 
The  sum  of  line  6  (family  size  offset)  plus 
line  7  (unusual  expenses)  plus  line  8  (em¬ 
ployment  expense  offset)  Is  the  total  amount 
which  can  be  deducted  from  effective  family 
Income  (line  6)  In  order  to  determine  dis¬ 
cretionary  parental  Income. 

10.  Discretionary  income  (line  10) .  The  in¬ 
come  which  remains  after  allowance  has 
been  made  for  family  living  expenses,  Federal 
Income  taxes,  imusual  expenses  and  the  em¬ 
ployment  expense  offset  may  be  Identified  as 
discretionary  Income.  This  Income  is  avail¬ 
able  tor  the  purchases  of  goods  and  services 
which  enhance  the  standard  of  living  of  the 
family  including  the  cost  of  postsecondary 
education. 

11.  Standard  income  contribution  (line 

11) .  A  contribution  of  20  percent  is  expected 
from  the  first  $5,000  of  discretionary  income. 
When  discretionary  Income  exceeds  $5,000, 
the  expected  Income  contribution  Is  $1,000 
plus  30  percent  of  the  amount  in  excess  of 
$5,000.  The  contribution  rates  will  generally 
be  at  the  20  percent  level  for  most  of  the 
Income  range  where  basic  grant  eligibility 
will  occur. 

These  contribution  rates  appear  reasonable 
in  terms  of  the  several  demands  made  on 
family  Income,  especially  In  light  of  the  fact 
that  the  cost  of  supporting  the  student  for 
the  academic  year  is  Included  in  the  cost  of 
education  and  does  not  have  to  be  met  from 
the  general  budget  resources. 

12.  Effective  income  of  the  student  (line 

12) .  For  pruposes  of  the  Basic  Grants  pro¬ 
gram,  the  enabling  legislation  requires  that 
effective  Income  of  the  student  is:  That 
amount  of  social  security  benefits  paid  to  or 
on  behalf  of  a  student  because  he  is  a  stu¬ 
dent;  and  one-half  of  that  amount  of  vet¬ 
eran’s  readjustment  benefits  and/m*  war 
orphan’s  benefits  (exclusive  of  dependency 
allowances)  paid  to  or  on  behalf  of  a  student 
because  he  Is  a  student.  In  both  cases,  the 
amount  Is  the  total  to  be  received  during 
the  academic  year  for  which  Basic  Grant  as¬ 
sistance  Is  requested.  Veteran’s  dependency 
allowances  are  clearly  not  for  the  support  of 
the  Veteran  himself.  ’Therefore  they  are  In¬ 
cluded  with,  and  given  the  same  treatment 
as,  “effective  family  income.” 

13.  Adjustment  of  effective  income  of  the 
student  for  negative  income  (line  13).  In 
the  event  that  the  family  has  a  negative  in¬ 
come,  that  Is,  if  the  effective  family  Income 
Is  less  than  the  various  offsets  against  In¬ 
come,  the  support  of  basic  family  needs  must 
be  given  priority  over  the  support  of  post- 
secondary  education.  Therefore,  the  effective 
Income  of  the  student  may  be  decremented 
by  the  amount  of  the  negative  Income  before 
effective  Income  is  added  into  family  contri¬ 
bution.  In  the  event  that  the  negative  In- 
cmne  of  the  parents  exceeds  the  effective 
Income  of  the  student,  the  amount  of  the 
excess  is  preserved  to  be  subtracted  from  any 
contribution  from  parental  assets  as  calcu¬ 
lated  below. 

14.  (line  14) .  Subtract  line  13  from  line  12 
to  obtain  the  difference  between  the  effective 
Income  of  the  student  and  the  discretionary 
income  of  the  family. 

15.  (line  15).  If  line  14  Is  a  negative 
amount,  enter  0;  if  line  14  Is  a  positive 
amount,  enter  It  as  the  effective  income  com¬ 
ponent  of  the  family  ocmtrlbution, 

16.  Net  assets  of  parents  (line  It).  For 
purposes  ot  Basic  Grants,  the  following  types 


of  assets  will  be  considered:  Equity  in  farm, 
business,  home,  other  real  estate,  stocks, 
bonds,  other  Investments,  savings  accounts, 
etc.  Since  equity  is  being  measured,  debts 
against  the  stated  assets  will  be  deducted  in 
evaluating  the  net  wwth  of  these  assets. 

17.  Available  parental  assets  (line  18). — ^In 
order  to  determine  the  amount  of  parental 
assets  which  can  be  assessed  for  contribu¬ 
tion  for  educational  purposes,  an  asset  re¬ 
serve  of  $7,500  is  subtracted  from  the  net 
assets  of  parents.  Since  families  accumulate 
assets  for  several  purposes  Including  retire¬ 
ment,  future  consumption,  the  postsecondary 
education  of  their  children  and  the  provision 
of  an  economic  buffer  in  the  event  of  catas¬ 
trophe,  some  portion  of  assets  should  be  re¬ 
served  from  any  contribution  toward  post¬ 
secondary  education,  and  remaining  assets  be 
assessed  at  some  rate  less  than  100  percent. 

A  review  of  the  net  asset  positions  of  the 
1973-74  Basic  Grant  recipients  indicates  that 
$7,500  is  an  adequate  reserve  since  it  appears 
that  the  average  home  equity  for  Basic  Grant 
applicants  is  this  amount.  Subtracting  line 
17  (asset  reserve)  from  line  16  (net  assets  of 
parents)  results  in  available  parental  assets. 
In  addition,  the  $7,500  amount  would  allow 
tor  emergencies  and  retirement  needs. 

18.  Asset  assessment  rate  (line  19). — Once 
the  available  parental  assets  have  been  deter¬ 
mined,  a  contribution  rate  of  5  percent  will 
be  assessed  on  the  parents’  net  worth  in  ex¬ 
cess  of  $7,500.  Because  the  value  of  assets 
grbws,  this  rate  of  asset  assessment  will  gen¬ 
erally  leave  the  family’s  asset  position  largely 
unimpaired. 

A  5%  rate  is  equal  to  or  below  current 
real  estate  and  savings  account  appreciation 
rates,  and  therefore  seems  reasonable. 

19.  Standard  contribution  from  available 
parentla  assets  (line  20) . — ^Multiplying  avail¬ 
able  parental  assets  (line  18)  by  5%  results 
in  the  standard  contribution  from  parental 
assets.  The  total  measure  of  available  family 
resources  in  a  particular  year  is  the  assess¬ 
ment  of  both  income  and  assets  of  the  family. 
This  procedure  takes  into  consideration  the 
interdependent  relationship  between  assets 
and  income.  In  the  event  that  there  is  a 
negative  assessment  of  income  (e.g.  there 
exist  offsets  (line  9)  exceeding  totM  effective 
income  (line  5)),  the  amount  of  negative 
asesssment  should  be  taken  into  account 
when  determining  the  total  measme  of  avail¬ 
able  family  resources.  This  can  be  accom¬ 
plished  by  offsetting  the  standard  asset  con-, 
trlbution  by  that  amount  which  the  negative 
income  exceeds  the  effective  income  of  the 
student.  Entering  the  standard  parental  asset 
component  In  line  20  allows  for  this  offset 
to  occur. 

20.  (line  2f )  .—Entering  line  14  (the  dif¬ 
ference  between  effective  Income  of  the 
student  and  the  discretionary  income  of  the 
family)  allows  for  the  offset  against  the  con¬ 
tribution  from  family  assets.  If  line  14  Is 
0  or  positive,  enter  0. 

21.  (line  22) . — Subtracting  line  21  (offset 
against  contribution  from  assets)  from  line 
20  (parental  asset  contribution)  results  in 
the  component  of  contribution  from  family 
assets.  . 

22.  Standard  contribution  from  parental 
income  and  assets,  (line  23) . — ^Adding  line  11 
(parental  income  contribution)  to  line  22 
(parental  asset  contribution)  provides  the 
parental  income  and  asset  components  of  the 
family  contribution. 

23.  Multiple  student  adjustment  (line 
24). — Addiiig  the  parental  income  contribu¬ 
tion  to  the  parental  asset  contribution  re¬ 
sults  in  the  expected  contribution  from  par¬ 
ents  with  one  family  member  in  postsec¬ 
ondary  education.  Some  adjustment  must 
then  be  made  tor  those  families  in  which 
more  than  one  family  member  will  be  en¬ 


rolled  in  postsecondary  education  for  the 
academic  year  1974-75. 

Since  each  student  has  an  allowance  for 
costs  of  attendance,  the  family’s  discretion¬ 
ary  income  is  effectively  Increased  when 
there  is  more  than  one  family  member  in 
poetsecondary  education.  In  order  to  deter¬ 
mine  the  appropriate  percentages,  the  con¬ 
tributions  expected  from  different  family 
sizes  were  compared.  These  investigations 
indicated  that  140  percent  of  the  contribu¬ 
tion  for  one  child  would  be  a  reasonable 
assessment  against  the  family  with  two  stu¬ 
dents.  Thus,  each  student  would  receive  70 
percent  of  the  contribution  which  the  fam¬ 
ily  would  make  if  there  were  only  one  stu¬ 
dent  in  the  family.  Similarly,  150  percent  of 
the  single  student  contribution  seemed  ade¬ 
quate  for  the  family  with  three  children  in 
postsecondary  education;  each  student 
could  expect  50  percent  of  the  single  stu¬ 
dent  contribution.  For  families  with  four  or 
more  students,  each  family  will  be  assessed 
40  percent  of  the  single  student  contribu¬ 
tion  for  each  child  in  postsecondary  educa¬ 
tion. 

The  following  table  summarizes  the  treat¬ 
ment  of  families  with  different  numbers  of 
family  members  in  postsecondary  education; 


Contribution  per  Family  contrlbu- 
N umber  of  student  as  a  per-  Uon  for  all  students 


students 

cent  of  standard 
contribution 

as  a  percent  of 
standard  contribu¬ 
tion 

Percent 

Percent 

1 . 

100 

100 

2 . 

70 

140 

3 . 

50 

150 

4  or  more . 

40 

160-f 

24.  Net  assets  of  the  student  (line  25). — 
The  applicant’s  net  assets  would  be  defined 
in  the  same  fashion  as  the  assets  of  the  par¬ 
ents.  Debts  against  these  assets  would  be 
deducted.  Trust  funds  in  the  student’s  name 
would  be  Included. 

25.  Student  asset  contribution  (line  26). — 
In  determining  a  fair  treatment  of  student 
assets  the  theory  of  the  major  need  analysis 
systems  has  been  followed;  l.e.,  that  because 
the  student  himself  is  the  direct  beneficiary 
of  postsecondary  education,  he  should  be  ex¬ 
pected  to  Invest  a  greater  portion  of  his 
resources  in  meeting  his  educational  costs 
than  should  be  expected  from  his  parents. 

For  the  Basic  Grants  program,  one-third 
of  the  student’s  assets  (recalculated  each 
year)  would  be  expected.  This  method  is 
simple,  and  provides  a  modest  reserve  for  the 
student. 

The  result  of  multiplying  the  student’s 
net  assets  (line  25)  by  the  student  asset 
assessment  rate  (.33)  is  that  amount  ex¬ 
pected  from  student  assets  for  educational 
purposes. 

26.  Total  family  contribution  (line  27). — 
The  total  expected  family  contribution  for 
a  dependent  student  is  determined  by  adding 
line  15  plus  line  24  plus  line  26. 

EXPECTED  FAMn.T  CONTEIBUTION  FOR  INDEPEND¬ 
ENT  STUDENTS,  ACADEMIC  TEAR  1 9  74-7  B 

SUMMARY  OF  CALCULATIONS 

1.  Adjusted  gross  income  of  appli¬ 

cant  (and  spouse)  In  1973.  - 

a.  Amount  earned  by  appli¬ 

cant  _ _ 

b.  Amount  earned  by  spouse.  - 

2.  Other  family  income  in  1973 _ ^ - 

3.  Annual  adjusted  family  Income 

of  applicant  (and  spouse) 

(line  1+llne  2) .  = - 

4.  Federal  Income  Tax  Paid  few 

1973  . . 

5.  Effective  family  income _ _  _ _ 


6.  Family  size  offset  (table  1) _ _  +' 

7.  Unusual  expenses _ _  +■ 
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8.  Xmployment  expense  (^eet 

(toble  3). - - + - 

9.  Tot«l  offwts  •gainst  tncoma 

(lines  6+7+8) _  — 

10.  DlscretlcHiary  Income  (line  6 

minus  line  9) _  = - 

11.  It  line  10  Is  a  positive  amount, 

enter  that  amount.  If  line  10 

Is  a  negative  amount,  enter  0.  - 

13.  Miat4)ly  discretionary  Income 
of  line  1^  by  applicable  rate 
to  obtain  standard  contribu¬ 
tion  (table  4) _ _ 

13.  Effective  Income  of  student _ _ 

14.  If  line  10  Is  a  negative  amount, 

enter  as  a  positive  number; 

otherwise  enter  0 _ _ 

16.  Subtract  line  14  from  line  13. 

(May  be  a  negative  amount)  _  - 

16.  If  line  IS  Is  positive,  enter  as 

contribution  from  effective 
Income  of  student.  If  line  16 
is  negative  or  0,  enter  0  as 
contribution  from  effective 
Income  of  student _ _ 

17.  Determine  net  assets  of  appli¬ 

cant  (and  spouse) _ _ 

18.  Multiply  amount  of  assets  of 

applicant  (and  spouse),  en¬ 
tered  In  line  17  by  0.33  to  ob¬ 
tain  standard  contribution 
from  assets _ _ 

10.  If  line  16  is  a  negative  number. 

enter  as  a  positive  number; 
otherwise  enter  0 _ _ 

30.  Subtract  line  19  from  line  18  to 

obtain  standard  contribution 
from  student  assets.  If  nega¬ 
tive  nvimber,  change  to  0 _ _ 

31.  Add  lines  13  and  30  to  obtain 

standard  contribution  from 
Income  and  assets _ _ 


able  to  the  iqtplicant  (and  spouse j  should 
be  oensldered  In  the  evaluation  of  ability  to 
BumKtrt  the  cost  of  postsecondary  education. 
The  moet  valid  reference  for  taxable  Income 
Is  the  adjusted  gross  Income  Item  In  the 
Federal  Income  tax  ret\nm.  This  Information 
Is  readily  available  and  can  be  verified  by 
referring  to  the  IBS  forms  actually  filed. 

The  decision  as  to  which  year’s  Income  Is 
to  be  considered  is  a  difficult  cme  for  Inde¬ 
pendent  students.  Traditionally,  a  student’s 
Income  may  vary  considerably  from  year  to 
year.  While  It  may  be  preferable  to  ask  the 
student  to  astlmate  his  efurnings  for  the  cur¬ 
rent  year,  obtaining  realistic  projections  of 
earnings  would  not  be  possible  without  es¬ 
tablishing  counseling  centers  where  students 
could  be  assisted  in  preparing  this 
information. 

BecaAise  this  Is  not  feasible  at  this  time. 
It  has  been  determined  that  the  adjusted 
gross  Income  to  be  considered  is  that  amount 
entered  on  the  previous  year’s  Federal  In¬ 
come  tax  form. 

Ihls  also  has  the  advantage  of  being  con¬ 
sistent  with  the  data  collected  for  dependent 
students  and  assures  that  the  family  con¬ 
tribution  of  all  students  is  determined  from 
the  same  base. 

3.  OtAer  income  of  the  independent  stu¬ 
dent  {Une  2).  informatiem  <m  other  Inccone 
of  the  Independent  student  must  also  be 
collected  since  this  income  does  clearly  con¬ 
tribute  to  financial  strength  and  may  repre¬ 
sent  a  considerable  portion  of  the  Income 
of  many  Basic  C^ant  recipients.  Elements  of 
other  Income  are:  Income  from  tax  exempt 
bonds,  that  portion  of  pensions  on  which  no 
Federal  Income  tax  Is  required,  that  portion 
of  ci^ltal  gains  on  which  no  Federal  Income 
tax  Is  required,  welfare  benefits,  social  secu¬ 
rity  retirement  that  pmrtlon  of  the  veteran’s 
benefits  attributable  to  the  dependents  of 


FAMILT  SUE  OfTSETS 

Family  sue  Dollar  amount 


3 

3  — . 

4  _ 

5  — 

6 

7  — 

8  — 
9  — 

10  ... 
11  ... 
12  ... 


3,050 
3,650 
4,  650 

5.600 
6,  200 
6,  900 

7.600 
8,300 
9,000 
9,  700 

10,400 


7.  Unusual  expenses  {Une  7).  The  Basic 
Grants  program  Is  required  by  law  to  take 
Into  consideration  at  least  two  kinds  of  un¬ 
usual  expenses,  those  arising  from  a  "catas¬ 
trophe”  and  "unusual  medical  expenses.” 
It  Is  proposed  to  use  the  Internal  Revenue 
Service  definitions  for  medical  and  dental 
expenses  and  casualty  l08s(es)  to  constitute 
"unusual  expenses”  for  the  Basic  Grants  pro¬ 
gram.  The  use  of  Internal  Revenue  Service 
definitions  avoids  the  need  for  creating  a 
new  definition  of  expenses  which  would  be 
used  only  by  the  Basic  Grants  program.  How¬ 
ever,  some  distinction  must  be  made  between 
expenses  which  may  be  Itemized  for  Income 
tax  purposes,  and  those  Itemized  expenses 
which  are  “unusual”  for  Basic  Grants. 

For  purposes  of  the  Basic  Grants  program 
those  Items  which  may  be  Included  as  un¬ 
usual  expenses  are; 

1.  ’Those  medical  and  dental  expenses  In¬ 
curred  during  the  base  year  (not  compen¬ 
sated  by  Insurance  or  otherwise)  which  may 
be  listed  as  "medicine  and  drugs"  on  line  2 
of  Schedule  A,  Form  1040  of  the  Internal 
Revenue  Service  and  those  expenses  which 
may  be  listed  as  “Other  Medical  and  Dental 
Expenses”  on  line  6  of  Schedule  A,  Form 
1040.  The  gross  amount  of  all  medical,  dental 


22.  Multiply  standard  contribution 

by  multiple  student  rate  to 
determine  expected  family 
contribution  for  each  member 
In  postsecondary  education 
(table  2) . . . . 

23.  Student  Eligibility  Index  equals 

sum  of  lines  16  and  22 _ _ 

EXPECTED  FAllILT  CONTBIBUTION  FOS  INDEPEND¬ 
ENT  STUDENTS  ACADEMIC  TEAR  1974-78 

Explanation  of  calculations.^  For  the  pur¬ 
poses  Of  the  Basic  Grants  program.  Independ¬ 
ent  (self-supporting)  student  status  may 
be  claimed  If  the  applicant: 

(1)  Has  not  been  and  will  not  be  claimed 
as  an  exemption  for  Federal  Income  tax  pur¬ 
poses  by  any  person  except  his  or  her  spouse 
for  the  calendar  year(s)  In  which  aid  Is 
received  and  the  calendar  year  prior  to  the 
academic  year  for  which  aid  Is  requested, 
and 

(2)  Has  not  received  and  will  not  receive 
financial  assistance  of  more  than  8600  (in 
cash  or  kind)  from  his  or  her  parent(s)  In 
the  calendar  year(s)  In  which  aid  Is  received 
and  the  calendar  year  prior  to  the  academic 
year  for  which  aid  is  requested,  and 

(3)  Has  not  lived  or  will  not  live  for  more 
than  two  consecutive  weeks  in  the  home  of  a 
parent  during  the  calendar  year(s)  In  which 
aid  is  received  and  the  calendar  year  prior  to 
the  academic  year  for  which  aid  Is  requested. 

Once  a  student  has  been  determined  to 
meet  these  criteria  and  Is  defined  as  an  In¬ 
dependent  student,  his  expected  family  con- 
.trlbutlon  Is  calculated  according  to  the 
process  outlined  below. 

1.  Adjusted  gross  income  of  applicant  {and 
spouse)  {line  2).  All  Income  which  is  avall- 


1  Reference  numbers  are  keyed  to  line 


the  veteran,  child  support  payments,  vet¬ 
eran’s  disability.  Income  of  persons  who  did 
not  file  Income  tax  returns,  etc. 

3.  Annual  adjusted  family  income  of  ap¬ 
plicant  {and  spouse)  {line  3). — Annual  ad¬ 
justed  family  Income  Is  the  sum  of  adjusted 
gross  Incmne  (line  1),  and  other  family  In¬ 
come  (line  2) . 

4.  Federal  income  tax  paid  by  applicant 
{and  spouse)  {line  4).  ’The  legislaUon  re¬ 
quires  that  a  deduction  be  made,  from  an¬ 
nual  adjusted  Income,  for  the  amount  of 
Federal  Income  tax  paid  on  Income  received 
during  the  base  year. 

6.  Effective  family  income  {line  5) .  ’The  re¬ 
sult  of  subtracting  Federal  income  tax  paid 
(line  4)  from  the  annual  adjusted  family  In¬ 
come  (line  3)  Is  effective  family  Income. 

6.  FamUy  size  offset  {line  6).  In  addition 
to  taxes,  there  are  basic  subsistence  expenses 
which  must  be  met  before  any  contribution 
from  income  can  be  expected.  ’These  expenses 
will  vary  depending  on  the  size  of  the  family 
Involved.  For  the  single  Independent  student, 
this  offset  is  $850  which  covers  the  student’s 
summer  living  expenses.  Using  the  same  base 
for  deriving  family  size  offsets  as  is  used  for 
multiple  member  families  (weighted  average 
thresholds  at  the  low-income  level)  and  ad¬ 
justing  for  an  8.8  percent  increase  In  the  cost 
of  living,  the  family  size  offset  for  a  single 
member  family  is  $2361  per  year.  Generally, 
a  student  Is  in  school  for  approximately  66 
percent  of  the  year  (two  16-week  semesters 
plus  a  2-week  break  between  semesters). 
Since  hlB  expenses  during  this  34-week  aca¬ 
demic  year  are  covered  In  his  cost  of  at¬ 
tendance,  the  $850  offset  provides  for  hla 
expenses  during  that  period  of  time  when 
he  is  not  In  school. 

For  married  Independent  students  and 
those  with  additional  dependents,  the  family 
size  offset  is  the  same  as  that  for  the  parent’s 


and  drug  expenses  may  be  listed. 

2.  In  addition,  those  casualty  or  theft 
loss(es)  incurred  during  the  base  year  per¬ 
mitted  by  the  Internal  Revenue  Service 
(Form  1040,  Schedule  A,  line  29). 

'The  amount  of  imusual  expenses  which 
may  be  deducted  Is  that  amount  of  unusual 
expenses  (as  defined  above)  in  excess  of  20 
percent  of  the  effectiva  family  Income.  ’This 
exclusion  Is  designed  to  confine  claims  for 
such  expenses  to  those  which  are  genuinely 
unusual. 

8.  Employment  expense  offset  {line  8).  In 
constructing  budgets  which  recognize  mini¬ 
mum  expenses  for  families,  provision  must  be 
made  for  the  expenses  of  the  breadwinner 
which  occur  as  a  result  of  employment  its^. 
Some  expenses  for  clothing,  transportation, 
food,  and  other  items  are  attributable  to 
occupational  needs.  When  two  persons  work, 
additional  employment  expenses  are  Incurred 
Also,  if  a  household  is  headed  by  a  single  per¬ 
son,  the  costs  associated  with  that  employ¬ 
ment  are  greater  than  for  a  comparable 
worker  who  has  the  economic  advantage  of  a 
nonemployed  spouse.  Therefore,  in  the  de¬ 
termination  of  family  contribution  an  “Em- 
ploinnent  Expense  Offset”  has  been  con¬ 
structed  to  treat  more  equitably  the  income 
of  the  two-person  family  where  both  persons 
work  during  the  base  year,  or  the  single  per¬ 
son  who  heads  a  household  during  the  base 
year.  It  Is  recognized  that  both  of  these  types 
of  families  will  occur  frequently  in  the  lower 
Income  families  where  Basic  Grants  eligibility 
Is  greatest.  The  offset  provides  that  60  percent 
of  the  earnings  of  that  person  with  the  lesser 
earnings,  or  60  percent  of  the  eu'nings  of  the 
single  head  of  household,  will  be  protected 
from  any  contribution  toward  education.  The 
maximum  offset  would  be  $1,600  and  would 
thus  assure  that  up  to  $30  a  week  would  be 
available  for  the  additional  expenses  which 


Items  of  preceding  summary. 


of  dependent  students; 


these  persons  face. 
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9.  Total  offset*  from  income  {line  9).  The 
sum  of  line  6  (family  size  offset)  plus  line  7 
(\musual  e]q>enses)  plus  line  8  (employment 
expense  offset)  Is  the  total  amount  which  can 
be  deducted  from  effective  family  Income 
(line  5)  in  order  to  determine  discretionary 
Income. 

10.  Discretionary  income  (line  10).  The 
income  which  remains  after  adjustment  has 
been  made  tor  family  living  expenses.  Fed¬ 
eral  Income  taxes,  unusual  expenses  and  the 
employment  expense  offset  may  be  Identified 
as  discretionary  income.  This  Income  is 
available  for  the  purchase  of  goods  and 
services  which  enhance  the  standard  of  liv¬ 
ing  of  the  family.  Including  postsecondary 
education. 

11.  Adjusted  Discretionary  Income  (line 

11) .  Adjusted  discretionary  income  is  the 
dlTCretionary  income  determined  in  line  10 
and  adjusted  to  eliminate  negative  amounts 
In  the  calculation  of  contribution  from  in¬ 
come.  If  the  discretionary  income  in  line  10 
is  a  negative  amount,  or  0,  it  should  be 
entered  as  a  zero  (0) ;  if  positive,  that  amount 
should  be  entered. 

12.  Standard  income  contribution  (line 

12) .  Because  of  the  direct  benefits  of  post- 
seoondary  education  received  by  the  inde¬ 
pendent  student,  the  expected  contribution 
rate  for  such  students  from  income  has 
traditionally  been  much  greater  than  the 
rate  applied  to  the  discretionary  income  of 
the  parents  of  dependent  students.  In  fact, 
the  independent  student  has  usually  been 
expected  to  use  all  of  his  discretionary  in¬ 
come  for  educational  piurposes. 

In  developing  a  system  for  the  Basic 
Grants  program,  it  was  felt  that  a  100  per¬ 
cent  contribution  rate  was  excessive,  espe¬ 
cially  for  Independent  students  with  family 
responsibilities. 

The  following  Income  contribution  sched¬ 
ule  was  developed  to  accommodate  these 
responsibilities : 

(a)  75  percent  of  discretionary  income  for 
the  single  independent  student  with  no 
d^endents. 

(b)  50  percent  of  discretionary  income  for 
the  married  independent  student  with  no 
dependents  other  than  spouse. 

(c)  40  percent  of  discretionary  income  for 
the  married  independent  student  who  has 
dependents  other  than  spouse. 

13.  Effective  income  of  the  student  (line 

13).  For  purposes  of  Basic  Grants,  effective 
Income  of  the  student  is:  That  amount  of 
•ocial  security  benefits  paid  to  or  on  behalf 
of  the  student  because  he  is  a  student;  and 


one-half  of  the  amount  of  veteran’s  read¬ 
justment  benefits  and/m*  war  orphan’s  bene¬ 
fits  (exclusive  of  dependency  allowances) 
paid  to  or  on  behalf  of  a  student  because 
he  is  a  student.  In  both  cases,  the  amount  is 
the  total  to  be  received  during  the  academic 
year  for  which  Basic  Grant  assistance  is 
requested.  Dependency  allowances  are  clearly 
not  for  the  support  of  the  Veteran  himself. 
Therefore,  they  are  Included  with,  and  given 
the  same  treatment  as.  “effective  family 
income." 

14.  Statement  of  negative  income  (line 

14).  In  the  event  that  the  Independent 
student  and  his  family  have  a  negative  In¬ 
come  (that  is  the  income  of  the  independent 
student  and  spoiise  are  less  than  the  sum 
of  the  various  offsets  against  income  (line 
9) ),  the  support  of  basic  family  needs  must 
be  given  priority  .over  support  of  postsecond¬ 
ary  education.  Therefore,  the  effective  Income 
of  the  student  may  be  decremented  by  the 
amount  of  the  negative  Income  before  effec¬ 
tive  Income  Is  added  into  family  contribu¬ 
tion.  Line  14  allows  any  negative  income 
to  be  restated  as  a  positive  figure  for  pur¬ 
poses  of  further  calculations. 

15.  Subtraction  of  negative  income  from 
effective  income  of  the  student  (line  IS). 
This  subtraction  establishes  the  amount  of 
effective  income  remaining  after  any  nega¬ 
tive  Income  is  subtracted.  In  the  event  that 
negative  Income  exceeds  effective  Income, 
a  negative  balance  will  remain  after  this 
subtraction.  Such  a  negative  amormt  is 
preserved  for  subtraction  from  the  contribu¬ 
tion  from  assets. 

16.  Statement  of  contribution  from  effec¬ 
tive  income  of  the  student  (line  16).  The 
amount  of  effective  income  which  remains 
after  the  adjustment  for  negative  Income 
of  the  student  is  the  contribution  from  ef¬ 
fective  Income.  ’This  amount  may  be  0  (zero) 
or  positive.  It  may  not  be  a  negative 
number. 

17.  Net  assets  of  applicant  (and  spouse) 
(line  17) . — ^For  purposes  of  Basic  Grants,  the 
following  types  of  assets  will  be  considered; 
Equity  in  farm,  business,  home,  other  real 
estate,  stocks,  bonds,  other  investments,  sav¬ 
ings  accounts,  etc.  Since  equity  is  being 
measured,  debts  against  the  stated  assets 
will  be  deducted  in  evaluating  the  net  worth 
of  these  assets. 

18.  Asset  contribution  rate  (line  18). — ^In 
determining  a  fair  treatment  of  student 
assets,  it  has  been  assumed  that  since  a  stu¬ 
dent  is  the  direct  beneficiary  of  postsecond¬ 
ary  education,  he  should  be  expected  to  in¬ 
vest  a  portion  of  his  resources  in  meeting  his 
educational  costs. 


Therefore,  one-thrid  of  the  student’s  assets 
(recalculated  each  year)  would  be  expected. 
This  method  is  simple  and  provides  a  modest 
reserve  for  the  student. 

The  result  of  multiplying  the  student’s  net 
assets  (line  17)  by  the  student  asset  assess¬ 
ment  rate  is  that  amount  expected  from  stu¬ 
dent  asssets  for  educational  purposes. 

19.  Offset  against  the  asset  contribution  of 
the  applicant  and  spouse  (line  19) . — ^Line  15 
is  the  amount  that  is  remaining  after  the 
offset  of  negative  discretionary  income 
against  student  effective  income.  It  is  en¬ 
tered  her  as  an  offset  against  student  asset 
contribution. 

20.  Contribution  from  assets  of  the  appli¬ 
cant  and  spouse  (line  20). — ^The  amount  of 
the  asset  contribution  that  remains  after  the 
adjustment  for  negative  discretionary  income 
is  that  amount  expected  from  their  assets  for 
educational  purposes. 

21.  Standard  contribution  from  income  and 
assets  (line  21). — ^The  amount  of  standard 
contribution  from  the  applicant’s  and 
spouse’s  income  (line  12)  and  the  amount  of 
contribution  from  the  assets  oi  the  applicant 
and  spouse  (line  20)  are  added  here  to  de¬ 
termine  the  amount  of  expected  family  con¬ 
tribution  from  income  and  assets  for  Basic 
Grants  purposes. 

22.  Multiple  student  adjustment  (line 
adjusted  family  Income  to  the  asset  contri¬ 
bution  results  in  the  expected  contribution 
for  one  family  member  in  postsecondary 
education  from  family  income  and  assets. 
Some  adjustment  must  then  be  made  for 
those  families  in  which  more  than  one  family 
member  will  be  enrolled  in  postsecondary 
education  for  the  academic  year  1974-75. 

The  adjustments  used  for  the  dependent 
student  may  also  be  used  for  the  Independent 
student.  ’The  use  of  the  same  adjustments 
for  both  groups  of  students  assures  con¬ 
sistency  of  treatment,  and  implements  the 
general  principle  that  a  family  with  more 
than  one  person  in  postsecondary  education 
should  contribute  less  per  person  than  a 
family  with  only  one  member  engaged  in 
such  study. 

23.  Total  family  contribution  (line  23). 
The  total  expected  family  contribution  for 
an  independent  student  is  determined  by 
adding  line  16  plus  line  22. 

CONTRIBUTION  FROM  ANNUAL  ADJUSTED  INCOME 
FOR  INDEPENDENT  STUDENTS - NO  DEPENDENTS 

(FR  Doc.74-14716  Filed  6-26-74;8:46  amj 
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DEPARTMENT  OF  HEALTH, 
EDUCATION,  AND  WELFARE 
Office  of  Education 
[45CFRPartl90] 

BASIC  EDUCATIONAL  OPPORTUNITY 
GRANT  PROGRAM 

Expected  Family  Contribution  for 
1975-1976 Academic  Year 

Pursuant  to  the  authority  contained 
in  the  subpart  1  of  part  A  of  Title  IV  of 
the  Higher  Education  Act  of  1965  as 
amended  (20  U.S.C.  1070a)  notice  is 
hereby  given  that  the  Commissioner  of 
Education,  with  the  approval  of  the  Sec¬ 
retary  of  Health,  Education,  and  Wel¬ 
fare,  proposes  to  issue  the  following  reg¬ 
ulations  as  an  amendment  to  45  CFR 
Part  190,  covering  the  basis  for  deter¬ 
mining  the  expected  family  contribution 
of  both  dependent  and  Independent  stu¬ 
dents  for  academic  year  1975-76.  The 
regulations  appear  below  in  their 
entirety. 

These  regulations  are  being  submitted 
for  public  comment  and  review  by  both 
Hoiases  of  Congress  in  advance  of  the 
February  1  deadline  specified  in  section 
411(a)  of  the  Higher  Education  Act  of 
1965  as  amended  (20  UH.C.  1070(a))  so 
that  review  of  the  Schedules  may  be 
completed  earlier  than  May  1,  which  is 
the  date  listed  in  the  statute. 

It  is  the  opinion  of  the  Commissioner 
that  the  May  1  deadline  for  Congres¬ 
sional  action  does  not  permit  students, 
parents,  and  educational  institutions  suf¬ 
ficient  time  to  make  effective  decisions 
concerning  the  packaging  of  student  fi¬ 
nancial  aid  resources.  This  opinion  is  also 
shared  by  the  House  Special  Subcommit¬ 
tee  on  Education,  and  legislation  has  been 
introduced  which,  if  adopted,  would  re¬ 
quire  that  the  Commissioner  submit  the 
Family  Ckmtribution  Schedules,  to  be 
used  for  Fiscal  Year  1976,  no  later  than 
July  1, 1974,  and  would  give  the  Congress 
imW  October  1,  1974,  to  review  the  pro¬ 
posed  Schedules.  Although  this  legisla¬ 
tion  has  not  yet  been  enacted  into  law, 
the  Commissioner  has  testified  in  support 
of  it  and  is  submitting  the  Family  Con¬ 
tribution  Schedules  at  this  time. 

The  Schedules  submitted  for  use  In 
academic  year  1975-76  are  identical  to 
those  in  use  during  academic  year  1974- 
75.  It  is  realized  that  changes  in  the 
Family  Contribution  Schedules  will  need 
to  be  considered  as  comments  are  re¬ 
ceived  by  the  Office  of  Education  on  the 
basis  of  experience  gained  regarding  the 
effect  of  the  Schedules  during  acafiemic 
year  1974-75. 

Interested  persons  are  Invited  to  sub¬ 
mit  written  ccunments,  suggestions,  or  ob- 
Jectlmis  regarding  the  iMx>po6ed  rules  to 
Mr.  Peter  K,  XJ.  V(^gt,  Director,  Division 
of  Basic  Grants,  U.S.  Office  of  Education, 
Room  5678,  ROB-3,  400  Maryland  Ave¬ 
nue,  8W,  Washington,  D.C.  20202.  All 
relevant  material  received  on  or  before 
September  3,  1974,  will  be  cmisidered. 
Comments  received  will  be  available  for 
public  Inspection  at  the  above  office  Mon¬ 
day  throuidi  FYiday  between  8  a.m.  and 
4:30  pjn. 


(Catalogue  of  Federal  Domestic  Assistance 
Program  Number  13.639,  Basic  Educational 
Opportunity  Grant  Program) 

Dated:  June  18, 1974. 

Peter  P.  Muirhsao, 

Acting  US.  Commisaioner 
of  Education. 
Aig>roved:  June  26, 1974. 

Caspar  W.  Weinberger, 

Secretary  of  Health,  Education, 
and  Welfare. 

It  is  proposed  to  amend  Subparts  C  and 
D  of  45  CTR  Part  190  to  read  as  set  forth 
below. 

Subpert  C — Expected  Family  Contribution  for 
Dependent  Students 

Sec. 

190.31  Indicators  of  financial  strength. 

190.32  Special  definitions. 

190.33  The  expected  family  contribution  for 

dependent  students  from  parents’ 
Income. 

190.34  Computation  ot  expected  contribu¬ 

tion  from  the  student’s  effective 
income. 

190.36  Computaticm  of  standard  eiq>ected 
contribution  from  parents’  assets. 

190.36  Conq>utation  for  expected  contribu¬ 

tion  from  parents’  income  and  as¬ 
sets,  adjusted  for  number  of  family 
members  attending  institutions  of 
poetsecondary  education. 

190.37  Computation  of  expected  contribu¬ 

tion  from  the  student’s  assets. 

190.38  Conq>utatlon  Gt  the  total  expected 

family  contribution. 

Subpaft  C — Expected  Family  Contribution 
for  Dependent  Students 

§  190.31  Indicators  of  financial  strength. 

“Expected  family  contribution’’  with 
respect  to  each  dependent  student  means 
the  amount  which  the  family  of  that 
student  may  reasonably  be  expected  to 
contribute  toward  the  cost  of  his  educa¬ 
tion  for  an  academic  year.  Each  of  the 
following  elements  of  financial  strength 
will  be  considered  in  determining  the 
family  contribution  for  dependent  stu¬ 
dents: 

(a)  The  amount  of  the  effective  income 
of  the  student. 

(b)  The  amount  of  the  effective  Income 
of  the  student’s  parent(s) . 

(e)  The  number  of  dependents  of  the 
student’s  parent(s) . 

(d)  The  number  of  dependents  of  the 
student’s  pRrent(s)  who  are  in  attend¬ 
ance,  on  at  least  a  half-time  basis,  in  a 
program  of  postseccmdary  education. 

(e)  The  amount  of  assets  of  the 
student. 

(f)  The  amount  of  assets  of  the  stu¬ 
dent’s  par^t(s) . 

(g)  Unusual  expenses  of  the  student 
and  the  unusual  expanses  of  the  student’s 
parent  (s).  Such  unusual  expenses  shall 
be  limited  to  medical  and  dental  expenses 
and  expenses  arising  from  catastrc^he. 

(h)  The  additional  expenses  Incurred 
in  providing  an  income  when  two  per- 
enU  are  employed  or  when  a  family  is 
headed  by  a  single  parent. 

(26  UA.G.  1070a(a)  (3)  (B>  (U) ) 

§  190.32  Special  definirions. 

Few  purposes  of  this  subpart: 

(a)(1)  “Annual  adjusted  family  in¬ 
come”  for  any  base  year  means  the  sxun 


of  the  following:  Adjusted  gross  income 
as  defined  in  section  62  of  the  Internal 
Revenue  Code  of  the  student’s  parents, 
whether  or  not  the  parents  file  an  in¬ 
come  tax  return.  Investment  income  of 
the  student’s  parents  upon  which  no  Fed¬ 
eral  income  tax  is  required  to  be  paid 
such  as  interest  on  municipal  and  State 
bonds,  other  income  of  the  parents  upon 
which  no  Federal  income  tax  is  required 
to  be  paid  such  as  child  support  pay¬ 
ments,  income  of  the  parents  received 
under  income  maintenance  programs  in¬ 
cluding  welfare  benefits,  social  security 
benefits  paid  to  the  student’s  parents 
except  those  educational  benefits  paid  on 
account  of  the  student  or  other  members 
of  the  student’s  family,  and  Veteran’s 
benefits  paid  to  the  student’s  parents  ex¬ 
cept  those  educational  benefits  paid  on 
account  of  the  student  or  other  members 
of  the  student’s  family  imder  Chapter  35 
of  Title  38  of  the  United  States  Code. 

(2)  In  the  case  of  the  student  whose 
parents  are  divorced,  or  are  separated 
and  file  separate  returns  for  Federal 
income  tax  purposes,  only  the  income  as 
described  in  subparagraph  (1)  of  para¬ 
graph  (a)  of  this  sectimi  of  the  parent 
who  provides  more  than  one-half  of  the 
student’s  support  for  the  base  year  shall 
be  considered  in  determining  the  annual 
adjusted  family  income.  If  no  parent 
provides  mwe  than  one-half  of  the  sup- 
pcHi;  of  the  student,  only  the  income  as 
described  in  subparagraph  (1)  of  par¬ 
agraph  (a)  of  this  section  of  the  parent 
who  provides  the  greater  amount  of  that 
student’s  financial  support  in  the  base 
year  shall  be  considered  in  determining 
the  annual  adjusted  family  income. 

(3)  In  the  case  of  the  student  whose 
parents  are  married,  and  not  separated 
and  file  separate  returns  for  Federal  in¬ 
come  tax  purposes,  the  Income  as  de¬ 
scribed  in  subparagraph  (1)  of  peua- 
graph  (a)  of  this  section  of  both  parents 
shall  be  combined  to  determine  the  an¬ 
nual  adjusted  family  income  for  that 
student. 

(b)  “Assets”  means  cash  on  hand  in¬ 
cluding  amounts  in  checking  accoiuits, 
savings  accounts  and  trusts,  the  current 
market  value  at  the  time  of  application 
of  stocks,  bonds,  any  other  securities, 
real  estaie,  home  (if  owned),  income 
producing  property,  business  equiinnent 
and  business  inventory  which  are  held 
by  the  student’s  parents  and  by  the 
student. 

(e)  “Base  year”  means  the  tax  year 
for  which  Information  is  requested  by  the 
Commissioner  for  the  purpose  of  deter¬ 
mining  family  Income. 

(d)  “Dependent  student”  means  any 
student  who  does  not  qualify  as  an  inde¬ 
pendent  student  as  defined  in  §  190.42 
(a). 

(e)  “Effective  income  of  the  student” 
means  any  amount  paid  to  or  (m  account 
of,  the  student  under  the  Social  Security 
Aet  which  would  not  be  paid  if  he  were 
net  a  student,  Le.,  under  seetion  202(d) 
of  title  n  ef  the  Social  Security  Act,  42 
UB.G.  402id).  and  ooe-half  of  any 
amount  paid  the  student  under  chai^r 
34  of  title  38,  United  Staites  Code  (Vet¬ 
erans  Educational  Assistance — 38  U.S.C. 
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1651  et  seq.)  and  ch{q>ter  35  of  title  38. 
United  States  Code,  War  Orphans’  and 
Widows’  Education  Assistance— 38  U.S.C. 
1700  et  seq.) .  The  amount  of  the  effective 
income  of  the  student  is  the  amoimt  to  be 
received  during  the  academic  year  for 
which  Basic  Grant  assistance  is  re¬ 
quested. 

(20  U.S.C.  1070a(a)  (3)  (B)  (iv) ) 

(f)  “Effective  family  Income”  of  a 
student’s  parents  means  the  annual  ad¬ 
justed  family  income  received  for  the 
base  year  minus  the  Federal  income  tax 
paid  or  payable  with  respect  to  such  in¬ 
come  during  the  base  year. 

(20  UB.C.  1070a(a)  (3)  (B)  (lil) ) 

(g)  “Employment  expenses  offset” 


base  year,  in  which  case  such  person 
shall  be  considered  the  parent. 

(n)  “Student’s  parents’  dependents” 
means  any  of  the  following  persons  for 
whom  the  parents  provide  or  will  provide 
during  the  calendar  year  in  which  the 
student  applies  to  have  his  expected 
family  contribution  determined  more 
than  one  half  of  support;  (1)  Any  other 
children  of  the  student’s  parents;  (2) 
any  other  persons  related  to  the  student’s 
parents  by  blood  or  marriage;  or  (3)  any 
person  living  with  the  parents. 

(20  IT.S.C.  1070a(a)  (3)  (B)  unless  otherwise 
noted) 

§  190.33  The  expected  family  contribu¬ 
tion  for  dependent  students  from 
parents’  income. 


defined  in  section  2  of  the  Internal  Rev¬ 
enue  Code,  but  in  no  case  shall  such  an 
offset  exceed  $1,500.  ’The  expense  may  be 
claimed  only  if  the  income  of  both  par¬ 
ents  or  the  income  of  the  surviving 
spouse  or  head  of  household  is  taken  into 
account  for  the  piu*poses  oi  computing 
the  annual  adjusted  family  Income. 

(d)  To  determine  the  expected  family 
contribution  from  parental  income  the 
following  rates  shall  be  applied  to  dis¬ 
cretionary  income: 

fO -  (No  contribution  ex¬ 

pected.) 

$1  to  4,999 _  20  percent  of  Discretion¬ 

ary  I-  jme. 

$5,0<X)  or  more..  $1,000  plus  30  percent  of 
Discretionary  Income  In 
excess  of  5,<X>0. 


means  an  allowance  to  meet  expenses 
relating  to  employment  where  both  par¬ 
ents  are  employed  or  where  one  parent 
qualifies  as  a  surviving  spouse  or  as  head 
of  a  household  under  section  2  of  the  In¬ 
ternal  Revenue  Code. 

(h)  “Expenses  arising  from  catastro¬ 
phe”  means  those  types  and  amounts  of 
casuUty  losses  which  may  be  deducted 
under  section  165(c)  (3)  of  the  Internal 
Revenue  Ck>de  which  were  incurred  dur¬ 
ing  the  base  year  by  the  student,  the 
parents  of  the  student  and  the  parents’ 
depend^ts. 

(20  U.S.C.  1070a(a)  (3)  (B)  (ii)  (V) ) 

(i)  “Family  size  offset”  means  an  al¬ 
lowance  to  meet  subsistence  expenses, 
including  food,  shelter,  clothing,  and 
other  basic  needs  of  a  family.  For  pur¬ 
poses  of  this  part  the  “Weighted  Aver¬ 
age  'Threshold  at  the  Low  Income  Level,” 
as  developed  by  the  Social  Security  Ad¬ 
ministration  shall  be  used  as  a  basis 
to  determine  the  amount  for  the  family 
size  offset. 

(j)  “Federal  income  tax”  means  the 
tax  on  income  paid  to  the  n.S.  Govern¬ 
ment  under  chapter  2  of  the  Internal 
Revenue  Code  and  the  tax  on  income 
paid  to  the  Governments  of  Puerto  Rico, 
Guam,  American  Samoa,  the  Virgin  Is¬ 
lands,  and  the  Trust  Territory  of  the 
Pacific  Islands  under  the  laws  applicable 
to  those  jurisdictions. 


The  expected  fsunily  contribution  for 
dependent  students  from  parents’  income 
for  each  grant  shtdl  be  an  amoimt  de¬ 
termined  in  the  following  manner: 

(a)  Determine  the  effective  family 
income  of  the  student’s  parents. 

(b)  Add  to  the  amount  determined  in 
paragraph  (a)  of  this  section  the  effec¬ 
tive  income  of  the  student  attributable 
to  the  dependents  of  the  student  who  is 
a  veteran. 

(c)  Determine  discretionary  Income 
by  deducting  from  the  amount  cal¬ 
culated  in  paragraph  (b)  of  this  secticm 
the  following: 

(1)  Family  size  offset.  A  family  size 
offset  is  the  amoimt  specified  in  the  fol¬ 
lowing  tahle.  Family  size  Includes  the 
student,  the  student’s  parents  and  the 
student’s  parents’  dependents.  If  the 
parents  are  divorced  or  separated,  family 
size  shall  include  the  student  and  any 
parent  whose  income  is  taken  into  ac- 
coimt  for  the  purpose  of  computing  the 
annual  adjusted  family  income  and  that 
parent’s  dependents. 

Family  Size  Offsets 

Family  size  Dollar  amount 

2  .  3060 

3  .  3660 

4  . 4650 

6  .  6500 

6  . . . .  6200 

7  . 6900 

8  . 7600 


(20  U.S.C.  1070(a)  (3)  (B) ) 

§  190.34  Computation  of  expected  con¬ 
tribution  from  the  student’s  effective 
income. 

(a)  Except  as  provided  for  in  para¬ 
graph  (b)  of  this  section  the  expected 
family  contribution  shall  Include  100 
percent  of  the  student’s  effective  income 
for  the  academic  year  for  which  aid  is 
requested:  Provided,  That,  that  portlcm 
of  effective  income  of  the  student  attrib¬ 
utable  to  the  dependents  of  a  veteran 
shall  instead  be  included  as  a  part  of  the 
discretionary  income  of  the  student’s 
parents. 

(b) (1)  The  contribution  frmn  the  stu¬ 
dent’s  effective  income  calculated  in 
paragraph  (a)  (ff  this  section  shall  be 
reduced  by  the  amount  of  negative  dis¬ 
cretionary  Income  as  defined  in  subpara¬ 
graph  (2)  of  paragraph  (b)  of  this  sec- 
ticm. 

(2)  The  amount  of  negative  discre¬ 
tionary  income  is  the  amount  by  which 
the  sum  of  deductions  for  offsets  and  ex¬ 
penses  set  forth  in  1  190.33(c)(1) 
through  §  190.33(c)  (3)  exceeds  the 
amount  of  family  Income  determined  in 
S  190.33(b). 

(20  UJ5.C.  1070a(a)  (3)  (B) ) 

§  190.35  Compulation  of  standard  ex¬ 
pected  contribution  from  parents’ 
assets. 


(20U.S.C.  i070a(a)(3)(B)(ui))  9  . 8300  (a)  Except  as  provided  for  in  para- 

10  . . 9000  graph  (b)  of  this  section,  the  expected 

(k)  “Medical  expenses”  means  those  ii  _ 9700  contribution  from  parental  assets  shall 

types  of  medical  and  dental  expenses,  12  .  10400  an  amount  determined  in  the  foUow- 


except  premiums  for  medical  insurance, 
that  may  be  deducted  under  section  213 
at  the  Internal  Revenue  Code  which 
were  incurred  during  the  base  year  by 
the  student,  the  parents  of  the  student 
and  the  parents’  dependents. 

(l)  “Net  assets”  means  the  current 
market  value  of  the  assets  included  in 
paragraph  (b)  of  this  section,  minus  the 
outstan^ng  liabilities  (Indebtedness) 
against  such  assets  at  the  time  of  appli¬ 
cation. 

(m)  “Parent”  means  the  mother  or 
father  of  the  student,  unless  any  other 
pierson,  except  the  student’s  spouse,  pro¬ 
vides  more  than  one-half  of  the  stu¬ 
dent’s  support  and  claims  or  is  eligible 
to  claim  the  student  as  an  ex^nption 
for  Federal  Income  tax  purposes  for  the 


(2)  Unusual  expenses.  The  amount  by 
which  the  sum  of  medical  and  dental 
expenses  and  losses  resulting  from  catas¬ 
trophes  incurred  in  the  base  year  and 
not  ccxnpensated  by  insurance  exceeds 
20  percent  of  effective  family  Income. 
Unusual  expenses  may  be  d^ucted  if 
they  were  incurred  by  the  student,  the 
student’s  parents  or  the  student’s  par¬ 
ents’  dependents. 

(3)  Employment  expense  offset.  An 
employment  expense  offset  in  an  amount 
equal  to  50  percent  of  the  adjusted  gross 
income  earned  in  the  base  year  by  the 
parent  earning  the  lesser  income  If  both 
parents  are  employed,  tx  50  percent  of 
the  adjusted  gross.lncome  earned  in  the 
base  year  of  a  parent  qualifying  as  sur¬ 
viving  spouse  or  as  head  of  household  as 


Ing  manner: 

(1)  Determine  the  net  assets  owned 
by  the  parents. 

(2)  Deduct  an  asset  reserve  of  $7500 
from  net  assets  as  determined  in  sub- 
paragraph  (1)  of  paragraph  (a)  of  this 
section. 

(3)  The  contribution  from  parental 
sissets  shall  be  an  amount  equal  to  5  per¬ 
cent  of  the  remainder  obtained  in  sub- 
paragraph  (2)  of  paragraph  (a)  of  this 
section. 

(b)-Where  the  calculations  required  by 
§  190.33(c)  produce  an  amount  of  nega¬ 
tive  discretionary  Income  as  defined  in 
§  190.34(b)  (2),  the  expected  contribu¬ 
tion  from  parents’  assets,  calculated  in 
subparagr£q)h  (3)  of  paragraph  (a)  of 
this  section,  shall  be  reduced  by  the 
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amount  of  such  negative  discretionary 
income  except  to  the  extent  that  pur¬ 
suant  to  8  190.34(b)  (1)  such  income  was 
used  to  offset  the  expected  contribution 
from  the  student’s  effective  income. 

(c)  If  the  student’s  parents  are  di¬ 
vorced  or  separated  only  the  assets  of 
the  parent  whose  income  is  taken  into 
account  for  the  piirpose  of  computing 
annual  adjusted  family  income  shall  be 
considered. 

(20  U.S.C.  1070a(a)(3)(B),) 

§  190.36  Computation  for  expected  con> 
tribution  from  parents*  income  and 
assets,  adjusted  for  number  of  family 
members  attending  institutions  of 
postsecondary  education. 

(a)  For  each  grant  the  amount  ex¬ 
pected  from  parents’  Income  as  deter¬ 
mined  in  8  190.33  shall  be  added  to  the 
amount  expected  from  parents’  assets  as 
determined  in  S  190.35. 

(b)  For  each  grant  the  combined  ex¬ 
pectation  calculated  on  the  basis  of  the 
above  formula  shall  be  further  adjusted 
in  the  following  manner  to  take  into  con¬ 
sideration  the  number  of  family  mem¬ 
bers  who  will  be  in  attendance,  on  at 
least  a  half-time  basis,  in  programs  of 
postsecondary  education  during  the  aca¬ 
demic  year  for  which  basic  grant  assist¬ 
ance  is  required: 

Number  of 
family  members 
attending  in¬ 
stitutions  o/  Expected  contribution  from 
postsecondary  combined  contribution  per 


education  student 

1  _ _  100  percent  of  contribu¬ 

tion  from  the  amoimt 
determined  in  paragraph 
(a)  of  this  section. 

g _  70  percent  of  contribution 

from  the  amount  deter¬ 
mined  in  paragraph  (a) 
of  this  section. 

8 _ _ _  60  percent  of  contribution 

from  the  amount  deter¬ 
mined  in  paragraph  (a) 
of  this  section. 

4  or  more _  40  percent  of  contribution 

from  the  amount  deter¬ 
mined  in  paragraph  (a) 
of  this  section. 


Family  members  include  the  student,  the 
student’s  parents  and  the  student’s  pa¬ 
rents’  dependents.  When  the  student’s 
parents  are  divorced  or  separated  and 
are  filing  separate  returns  for  Federal 
income  tax  purposes,  family  members 
shall  include  the  student  and  any  parent 
whose  income  is  taken  into  account  for 
the  purpose  of  computing  annual  ad¬ 
justed  family  income  and  that  parents’ 
dependents. 

(20  U.S.C.  1070a(a)(3)(B)) 

§  190.37  Computation  of  expected  con¬ 
tribution  from  student's  assets. 

For  each  grant  the  contribution  from 
the  student’s  assets  shall  be  an  amount 
equal  to  33  per  centum  of  his  net  assets 
as  defined  in  8  190.32(1). 

(20  U.S.C.  1070a(a)  (3)  (B) ) 

§  190.38  Computation  of  the  total  ex¬ 
pected  family  contribution. 

For  each  grwt  the  total  expected 
family  contribution  shall  be  the  sum  of: 


(a)  The  expected  contrlbutUm  from 
the  student’s  effective  income  as  d^»r- 
mined  in  8  190.34. 

(b)  The  expected  contribution  from 
parents’  discretionary  Income  and  par¬ 
ents’  assets  as  determined  in  8  190.36. 

(c)  The  expected  contribution  from 
the  student’s  assets  as  determined  in 
8  190.37. 

Subpart  D — Expected  Family  Contribution  for 
Independent  Students 

Sec. 

190.41  Indicators  of  financial  strength. 

190.42  Special  definitions. 

190.43  The  expected  family  contribution  for 

Independent  students  from  annual 
adjusted  family  income. 

190.44  Computation  of  the  expected  family 

contribution  from  effective  income 
for  independent  students. 

190.45  Computation  of  expected  contribu¬ 

tion  from  the  assets  of  the  in¬ 
dependent  student  and  his  or  her 
spouse. 

190.46  Computation  for  expected  contribu¬ 

tion  from  Income  and  assets,  ad¬ 
justed  for  number  of  family  mem¬ 
bers  attending  institutions  of  post- 
secondary  education. 

190.47  Computation  of  the  total  expected 

family  contribution. 

Subpart  D — Expected  Family  Contribution 
for  Independent  Students 

§  190.41  Indicators  of  financial  strength. 

“Expected  Family  Contribution”  with 
respect  to  each  independent  student 
means  the  amount  which  that  student, 
and  his  or  her  spouse,  if  any,  may  rea¬ 
sonably  be  expected  to  contribute  toward 
the  cost  of  his  or  her  education  for  an 
academic  year.  Each  of  the  following 
elements  of  finanlcal  strength  will  be 
considered  in  determining  the  family 
contribution  for  independent  students: 

(a)  The  amount  of  effective  income  of 
the  independent  student. 

(b)  The  amount  of  annual  adjusted 
family  income  of  the  independent  stu¬ 
dent  and  the  independent  student’s 
spouse. 

(c)  The  number  of  persons  whom  the 
independent  student  can  claim  as  an 
exemption. 

(d)  The  number  of  dependents  of  the 
independent  student  who  in  addition  to 
the  student  will  be  in  attendance,  on  at 
least  a  half-time  basis,  in  a  program  of 
postsecondary  education. 

(e)  The  amount  of  the  assets  of  the 
independent  student  and  his  or  her 
spouse. 

(f )  The  unusual  expenses  of  the  inde¬ 
pendent  student,  and  his  or  their  de¬ 
pendents.  Such  unusual  expenses  shall 
be  limited  to  medical  and  dental  expenses 
and  expenses  arising  from  catastrophe. 

(g)  The  additional  expenses  incurred 
in  providing  an  income  where  both  the 
independent  student  and  his  spouse  are 
employed  or  where  the  independent  stu¬ 
dent  qualifies  as  a  surviving  spouse  or  as 
head  of  a  household  imder  section  2  of 
the  Internal  Revenue  Code. 

(20  U.S.C.  1070a(a)  (3)  (C)) 

§  190.42  Special  definitions. 

For  the  purposes  of  this  subpart: 

(a)  “Independent  Student”  means  a 
student  who: 


(1)  Has  not  and  will  not  be  claimed  as 
an  exemption  for  Federal  income  tax 
purposes  by  any  person  except  his  or  her 
spouse  for  the  calendar  year(s)  in  which 
aid  is  received  and  the  calendar  year 
prior  to  the  academic  year  for  which  aid 
is  requested, 

(2)  Has  not  received  and  will  not  re¬ 
ceive  financial  assistance  of  more  than 
$600  from  his  or  her  parent  (s)  in  the 
calendar  year(s)  in  which  aid  is  received 
and  the  calendar  year  prior  to  the  aca¬ 
demic  year  for  which  aid  is  requested, 
and 

(3)  Has  not  lived  or  will  not  live  for 
more  than  2  consecutive  weeks  in  the 
home  of  a  parent  during  the  calendar 
year  in  which  aid  is  received  and  the 
calendar  year  prior  to  the  academic  year 
for  which  aid  is  requested. 

(b)  (1)  “Annual  Adjusted  Family  In¬ 
come”  for  any  base  year  means  the  sum 
of  the  following:  Adjusted  gross  income 
as  defined  in  section  62  of  the  Internal 
Revenue  Code  of  the  student  and  the  stu¬ 
dent’s  spouse,  whether  or  not  the  student 
or  the  student’s  spouse  files  an  income  tax 
return,  investment  income  upon  which 
no  Federal  income  tax  is  required  to  be 
paid  such  as  interest  on  municipal  and 
State  bonds,  other  income  of  the  student 
and  the  student’s  spouse  upon  which  no 
Federal  income  tax  is  required  to  be  paid 
such  as  child  support  payments.  Income 
of  the  student  and  the  student’s  spouse 
received  xmder  income  maint^ance  pro¬ 
grams  including  welfare  benefits,  social 
security  benefits  except  those  benefits 
paid  to  or  on  account  of  the  student  in¬ 
cluded  in  paragraph  (f)  of  this  section, 
and  veteran’s  benefits  except  those  vet¬ 
eran’s  benefits  paid  to  the  Independent 
student  under  chapters  34  and  35  of  title 
38  of  the  United  States  Code. 

(2)  In  the  case  of  the  student  who  is 
divorced,  or  is  separated  only  the  stu¬ 
dent’s  own  income  shall  be  considered  in 
determining  the  annual  adjusted  family 
income. 

(3)  In  the  case  where  the  student  and 
his  spouse  are  married  and  not  separated 
but  file  separate  returns  for  Federal  in¬ 
come  tax  purposes,  the  income  as  de¬ 
scribed  in  subparagraph  (1)  of  para¬ 
graph  (b)  of  this  section  of  both  the  ap¬ 
plicant  and  spouse  shall  be  combined  to 
determine  the  annual  adjusted  family 
income  for  that  student. 

(c)  “Assets”  means  cash  on  hand  in¬ 
cluding  amounts  in  checking  accoimts, 
savings  accounts  and  trusts,  the  current 
market  value  at  the  time  of  application 
of  stocks,  bonds,  and  other  securities, 
real  estate,  home  (if  owned) ,  income  pro¬ 
ducing  property,  business  equipment  and 
business  inventory  which  are  held  by  the 
independent  student  and/or  his  spouse. 

(d)  “Base  year”  means  the  tax  year  for 
which  information  is  requested  by  the 
Commissioner  for  the  purpose  of  deter¬ 
mining  family  income. 

(e)  “Dependent”  means  the  independ¬ 
ent  student’s  spouse  and  any  of  the  fol¬ 
lowing  persons  for  whom  the  student  or 
his  spouse  provides  or  will  provide  during 
the  calendar  year  in  which  the  student 
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applies  to  have  his  expected  family  con¬ 
tribution  determined  more  than  one-half 
of  support: 

(1)  Any  chfldren  of  the  student  or  his 
spouse;  (2)  any  other  persons  related  to 
the  student  or  his  spouse  by  blood  or 
marriage:  or  (3)  person  living  with 
the  student  and  his  spouse. 

(f)  The  “effective  Income  of  the  stu¬ 
dent”  means  any  amoimt  paid  to.  or  on 
account  of.  the  student  under  the  Social 
Seciirity  Act  which  would  not  be  paid  if 
he  were  not  a  student:  i.e..  under  section 
202(d)  of  title  n  of  the  Social  Security 
Act,  42  U.S.C.  402(d),  and  one-half  of 
any  amount  paid  the  student  imder  chap¬ 
ter  34  of  title  38,  United  States  Code 
(Veterans  Educational  Assistance — 38 
UE.C.  1651  et  seq.)  and  chapter  35  of 
tiUe  38,  United  States  Code  (War  Or¬ 
phans'  and  Widows’  Education  Assist¬ 
ance— 38  XJB.C.  1700  et  seq.).  The 
amount  of  the  effective  income  of  the 
student  is  the  amount  to  be  received  dur¬ 
ing  the  academic  year  for  which  basic 
grant  assistance  is  requested. 

(g)  “Effective  family  income”  means 
the  annual  adjusted  family  income  re¬ 
ceived  during  the  base  year  minus  the 
Federal  Income  tax  paid  or  payable  with 
respect  to  such  income. 

(h)  “Employment  expense  offset” 
means  an  allowance  to  meet  expenses  re¬ 
lating  to  employment  where  both  the 
independent  student  and  his  or  her 
spouse  are  employed  or  where  the  inde¬ 
pendent  student  qualifies  as  a  surviving 
spouse  or  as  head  of  a  household  under 
section  2  (ff  the  Internal  Revenue  Code. 

(1)  “Expenses  arising  from  catas¬ 
trophe”  means  those  types  and  amounts 
of  casualty  losses  which  may  be  deducted 
imder  section  165(c)  (3)  of  the  Internal 
Revenue  Code  which  were  incurred  by 
the  independent  student  and  his  depend¬ 
ents  during  the  base  year. 

(j)  “Family  size  offset”  means  an 
allowance  to  meet  subsistence  expenses, 
including  food,  shelter,  clothing,  and 
other  basic  needs  of  the  Independent 
student  and  his  dependents.  For  pur¬ 
poses  of  this  part  the  “Weighted  Average 
Thresholds  at  the  Low  Income  Level,” 
as  developed  by  the  Social  Security  Ad¬ 
ministration,  shall  be  used  as  a  basis  to 
determine  the  amount  for  the  family  size 
offset  except  in  the  case  of  a  single  inde¬ 
pendent  student,  where  an  amount  esti¬ 
mated  to  be  equal  to  living  expenses  dur¬ 
ing  periods  of  nonenrollment  shall  be 
utilized. 

(k)  “Federal  income  tax”  means  the 
tax  on  income  paid  to  the  U.S.  Clovem- 
ment  under  chapter  2  of  the  Internal 
Revenue  Code  and  the  tax  on  Income 
paid  to  the  Governments  of  Puerto  Rico, 
Guam,  American  Samoa,  the  Virgin  Is¬ 
lands,  and  the  Trust  Territory  of  the 
Pacific  Islands  imder  the  laws  applica¬ 
ble  to  those  Jurisdictions. 


Incurred  by  the  independent  student  and 
his  dependents  during  the  base  year. 

(m)  “Net  assets”  means  the  current 
market  value  at  the  time  of  api^catlon 
of  the  assets  included  in  paragraph  (c> 
of  this  section  minus  the  outstanding  lia¬ 
bilities  (Indebtedness)  against  such 
assets. 

(20  UJ3.C.  1070a(a)  (3)  (C) ) 


§  190.43  The  expected  family  contribu¬ 
tion  for  independent  students  frmn 
annual  adjusted  family  income. 

The  expected  family  contribution  of 
the  independent  student  from  annual 
adjusted  family  Income  shall  be  an 
amount  determined  in  the  following 
manner: 

(a)  Determine  effective  family  income 
by  subtracting  from  the  annual  adjusted 
family  income  (Including  the  portion  of 
the  effective  income  of  the  student  at¬ 
tributable  to  the  dependents  of  a  vet¬ 
eran)  the  amount  of  Federal  Income  tax 
paid  or  payable  with  respect  to  such 
income. 

(b)  Determine  discretionary  income  by 
deducting  the  following  from  effective 
family  income: 

(1)  Family  tize  offset.  A  family  size 
offset  is  the  amount  Q>ecified  in  the  fol¬ 
lowing  table.  Family  size  Includes  the 
student  and  his  dependents.  If  the  stu¬ 
dent  is  divorced  or  separated,  family  size 
shall  include  any  person  whose  Income  is 
taken  into  account  for  the  purpose  of 
computing  the  annual  adjusted  family 
income  and  his  or  her  dependents. 


Family  Sizi  Offset 

Family  size 

2  . 

3  . 

4  . 

5  . 

6  . 

7  _ 

8  . 

9  . . . 

10  _ 

11  . 

12  . . . . 


Dollar 
Amount 
..  3050 
„  3650 
__  4660 
6600 
..  6200 
..  6000 
_>  7600 
..  8300 

—  9000 

—  9700 
..  10400 


An  offset  of  $850  shall  be  made  for  the 
single  Independent  student. 

(2)  Unusual  expenses.  The  amount  by 
which  the  sum  of  medical  and  dental  ex¬ 
penses,  and  losses  resulting  from  catas¬ 
trophes  Incurred  in  the  base  yearwnd  not 
compensated  by  Insurance,  exceeds  20 
percent  of  effective  family  income.  Un¬ 
usual  expenses  may  be  deducted  if  they 
were  incurred  by  the  independent  stu¬ 
dent  and  his  dependents  during  the  base 
year. 

(3)  Employment  expense  offset.  An 
employment  expense  offset  in  an  amount 
equal  to  SO  percent  of  the  adjusted  gross 
Income  earned  in  the  base  year  by  either 
a  married  independent  student  or  the 
student’s  spouse,  whoever  earns  the  less- 


(c)  Determine  the  «Q>eeted  family 
contribution  from  the  family  income  of 
the  Independent  student  and  his  or  her 
spouse  by  applying  the  following  rates 
to  discretionary  Income: 

(1)  75  pmcent  of  discretionary  Income 
for  the  single  Independent  student  with 
no  dependents; 

(2)  50  percent  of  discretionary  Income 

for  the  married  independent'  student 
with  no  dependents  other  than  spouse; 
and  ' 

(3)  40  percent  of  discretionary  in¬ 
come  for  toe  independent  student  who 
has  dependents  other  than  spouse. 

(20  UJ3.C.  1070s(a)  (3)  (C) ) 

§  190.44  Computation  of  the  expected 
family  contribution  from  effecthre  in¬ 
come  for  independent  students. 

(a)  Except  as  provided  for  in  para¬ 
graph  (b)  of  this  section,  toe  expected 
family  contribution  shall  include  100  per 
centum  of  toe  student’s  effective  in¬ 
come  for  the  academic  year  for  which 
aid  is  requested;  except  that,  that  por¬ 
tion  of  effective  Income  of  the  student 
attributable  to  the  dependents  ot  a  vet¬ 
eran  shall  instead  be  Included  as  a  part 
of,  and  treated  as,  arniual  adjusted 
family  Income. 

(b) (1)  The  contribution  from  the 
student’s  effective  Income  calculated  in 
paragraph  (a)  of  this  section  shall  be 
reduced  by  the  amount  of  negative  dis¬ 
cretionary  Income  as  defined  in  sub- 
paragraph  (2)  of  paragraph  (b)  of  this 
section. 

(2)  The  amount  of  negative  discre¬ 
tionary  income  is  the  amount  by  which 
toe  sum  of  deductions  for  offsets  and 
expenses  set  fmth  in  S  190.43(b)  ex¬ 
ceeds  toe  amount  of  family  income  de¬ 
termined  in  1  190.43(a). 

§  190.45  Cxmiputation  of  expected  con¬ 
tribution  from  the  assets  of  the  inde¬ 
pendent  student  and  his  or  her  spouse. 

(a)  Except  as  provided  for  in  para¬ 
graph  (b)  of  this  section,  the  expected 
contribution  from  toe  assets  of  the  inde¬ 
pendent  student  and  his  or  her  spouse 
shall  be  determined  in  the  following 
manner: 

(1)  Determine  toe  total  amount  of  net 
assets  owned  by  toe  student  and  toe 
student’s  spouse. 

(2)  The  contribution  from  assets 
shall  be  an  arount  equal  to  33  percent 
of  toe  amount  determined  in  subpara¬ 
graph  (1)  of  paragraph  (a)  of  this 
section. 

(b)  Where  the  calculations  required 
by  9  190.43(b)  produce  an  amount  of 
negative  discretionary  income  as  defined 
in  i  190.44(b)(2),  toe  expected  contri¬ 
bution  from  the  assets  of  toe  student  and 
his  spouse  calculated  in  paragnq>h  (a) 


(20 17A.C.  1070a(»)  (3)  (B)  (Hi) ) 

(1)  “Medical  expenses”  means  those 
types  of  medical  and  dental  expenses, 
except  premiums  tor  medical  Insurance, 
that  may  be  deducted  under  section  21S 
of  toe  Internal  Revenue  Code,  which  were 


er,  or  50  percent  of  the  adjusted  gross 
Income  earned  during  the  base  year  by 
an  independent  student  qualifying  as  a 
surviving  spouse  or  as  head  ol  household 
as  defined  in  section  2  of  the  Internal 
Revenue  Code,  but  in  no  case  shall  such 
an  offset  exceed  $1,500. 


of  this  section  shall  be  reduced  by  toe 
amount  of  such  negative  discretionary 
Income  except  to  that  extent  that  pur¬ 
suant  to  9  190.44(b)  (1)  such  Income  was 
used  to  offset  the  expected  contribution 
from  the  studmit’s  effective  Income. 
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S  190.46  Computation  for  expected  con¬ 
tribution  from  annual  adjusted 
family  income  and  assets  adjusted 
for  number  of  family  members  at¬ 
tending  institutions  of  postsecondary 
education. 

(a)  For  each  grant  the  amount  ex¬ 
pected  from  family  income  as  deter¬ 
mined  in  i  190.43  shall  be  added  to  the 
amoimt  expected  from  assets  as  deter¬ 
mined  in  S  190.45. 

(b)  For  each  grant  the  combined  ex¬ 
pectation  calculated  on  the  basis  of  the 
above  formula  shall  be  further  adjusted 
in  the  following  manner  to  take  into  con¬ 
sideration  the  number  of  family  mem¬ 
bers  who  will  be  in  attendance,  on  at 
least  a  half-time  basis,  in  programs  of 
postsecondary  education  during  the 
academic  year  for  which  basic  grant 
assistance  is  requested: 

Number  of 
family  members 
attending  in¬ 
stitutions  of  Expected  contribution  from 
f  postsecondary  combined  contribution  per 


eduoation  student 

1  _ _ _  100  percent  of  contribu¬ 

tion  from  the  amount 
determined  In  para¬ 
graph  (a)  of  this  sec¬ 
tion. 

S _ _  70  percent  of  contribution 

from  the  amount  deter¬ 
mined  In  paragraph  (a) 

'  of  this  section. 

• _  60  percent  of  contribution 

from  the  amount  deter¬ 
mined  in  paragraph  (a) 
of  this  section. 

4  or  more _  40  percent  of  contribution 

from  the  amount  deter- 
'  mined  In  paragraph  (a) 

of  this  section. 


Family  members  shall  Include  any  person 
whose  Income  Is  taken  Into  account  lor  the 
purpose  of  conqiutlng  the  annual  adjusted 
family  income  and  his  or  her  dependents. 

§  190.47  Computation  of  the  total  ex¬ 
pected  family  contribution. 

For  each  grant  the  total  expected 
family  contribution  shall  be  the  sum  of : 

(a)  The  expected  contribution  from 
the  student’s  effective  income  as  deter¬ 
mined  in  S  190.44.  and 

(b)  The  expected  contribution  from 
discretionary  income  and  assets,  as  deter¬ 
mined  in  S  190.46. 

Appendix 

EXPECTED  FAMILY  CONTHIBimON  FOB  DEPEND¬ 
ENT  STUDENTS.  ACADEMIC  TEAB  ISTS-TS 

Summary  of  Calculations 

1.  Parents’  adjusted  gross  income 

in  1974 . . . . . 

a.  Amoimt  earned  by  father _ _ 

b.  Amount  earned  by  mother.. - -  ■  ■ 

a.  Other  parental  Income  in  1974. 

3.  Parents*  annual  adjusted  In¬ 

come  In  1974 _ = -  . 

4.  Parents’  Federal  Income  Tax 

paid  for  1974 _ _ _ 

5.  Effective  family  Income  In  1974.  = - 


6.  Family  size  offset  (table  1) _ -f- 

7.  Unusual  expenses - +• 

8.  Employment  expense  offset 

(table  8) . + 


9.  Total  offsets  against  Income 

(lines  6+7+8).. . . 

10.  Discretionary  Income  (line  9 
minus  line  9) _ _ 


11.  If  line  10  Is  a  positive  amount, 

multiply  discretionary  Income 
by  applicable  rate  ($1-84999 
@20%:  $6000  €x  more,  $1000 
+30%  of  amount  In  excess  of 
$6000)  to  obtain  standard 
contribution  from  Income.  If 
line  10  is  a  negative  amount, 
enter  0 _  ■ 

12.  Effective  Income  of  the  student 

(social  security  and  one-half 
of  Veterans  benefits) _  - . - 

13.  If  line  10  Is  a  negative  amount, 

enter  that  amount  as  a  posi¬ 
tive  number;  otherwise  enter 
0 _ _ _ _ _ 

14.  Subtract  line  13  from  line  12  to 

obtain  contribution  from  ef¬ 
fective  income  of  the  student. 

(May  be  a  negative  number.) .  - - 

16.  If  line  14  is  a  negative  amount, 
change  to  0;  If  line  14  is  a 
positive  amount,  enter  as  a 
contribution  from  the  effec¬ 
tive  income  of  the  student _ _ 

16.  Determine  net  assets  of  par¬ 

ents  _ ■ 

17.  Subtract  asset  reserve  of  $7600.  —$7600 

18.  Available  parental  assets  (line 

16  minus  line  17) _ =  —  ■ 

19.  Multiply  available  parental  as¬ 

sets  by  0.06 _ — '  — 

20.  Enter  line  19  as  standard  con¬ 

tribution  from  available  pa¬ 
rental  assets.  If  line  19  Is 
negative,  enter  0 _ 

21.  If  line  14  is  negative,  enter  as 

a  positive  amount;  If  line  14 

is  0  or  positive,  enter  0 _ _ 

22.  Subtract  line  21  from  line  20 

to  obtain  contribution  from 
parental  assets _ _ 

23.  Add  lines  11  and  22  to  obtain 

contribution  from  parents’ 
income  and  assets _ — 

24.  Multiply  line  23  by  multiple 

student  rate  to  determine  ex¬ 
pected  family  contribution 
for  each  family  in  postsec¬ 
ondary  education  (table  2) — — — . 

26.  Determine  net  assets  of  stu¬ 
dent  _ _ 

26.  Multiply  student’s  net  assets 

by  0.33 . . 

27.  Student  Eligibility  Index  equals 

sum  of  lines  16,  24,  and  26 _ -  — 

EXPLANATION  OF  CALCULATION  1 

1.  Parents’  adjusted  gross  income  in  1974 
(line  1).  All  income  which  is  available  to 
the  parents  should  be  considered  in  the 
evaluation  of  parental  ability  to  support  the 
cost  of  poetsecondary  education.  The  most 
valid  reference  for  parental  income  subject 
to  Federal  Income  tax  is  the  adjusted  gross 
income  item  in  the  family’s  Federal  Income 
tax  return.  This  information  is  readily  avail¬ 
able  to  most  families,  and  the  information 
can  be  verified  by  referring  to  the  IRS  forms 
actually  filed  by  the  parents. 

If  it  may  be  assumed  that  family  income 
will  be  measured  on  an  annual  basis,  which 
year  of  family  income  shall  be  used?  Parents 
provide  from  their  current  income  for  the 
education  of  their  children.  However,  if  we 
attempted  to  use  current  year  information,  a 
parent  would  have  to  estimate  the  amount  of 
income  which  he  will  receive  during  a  year 
in  which  a  child  is  a  student  since  applica¬ 
tion  for  aid  is  made  before  the  student  en¬ 
rolls  for  a  particular  year  of  study.  A  study  by 
Orwlg  and  Jones  shows  that  income  received 
during  the  tax  year  prior  to  the  year  in 
which  the  student  is  applying  for  aid  is  the 


I  Reference  numbers  are  keyed  to  the  line 
numbers  in  preceedlng  summary. 


best  practical  indicator  of  the  income  from 
which  a  student’s  actual  expenses  will  be 
paid.*  If  estimates  of  the  income  received 
during  the  actual  year  of  attendance  are 
provided  by  parents,  middle  income  families 
systematically  underestimate  their  earn¬ 
ings,  and  lower  income  families  systemati¬ 
cally  overestimate  their  earnings.  ’The 
amount  to  be  entered  here,  therefore,  is 
from  Ihe  previous  year’s  Federal  income  tax 
form. 

2.  Other  parental  income  in  1974  (line  2). 
Information  on  other  family  income  must 
also  be  collected  since  this  income  does 
clearly  contribute  to  family  financial  strength 
and  may  represent  a  considerable  portion  of 
the  parental  income  of  many  Basic  Grant 
recipients.  Elements  of  other  family  income 
are:  Income  from  tax  exenqit  bonds,  that  por¬ 
tion  of  pensions  on  which  no  Federal  Income 
tax  is  required,  welfare  benefits,  social  secu¬ 
rity  benefits  (except  those  benefits  paid  to 
or  on  account  of  the  student  or  other  edu¬ 
cational  benefits  paid  to  othw  members  of 
the  family),  child  support  payments  which 
are  received  for  all  children  for  whom  the 
parents  provide  more  than  one-half  support, 
income  of  families  which  didn’t  file  Income 
tax  returns,  that  portion  of  ciqiital  gains  on 
which  no  Federal  income  tax  is  required,  etc, 

3.  Parents’  annual  adjusted  income  in 
1974  (line  3).  Parents’  annual  adjusted  in¬ 
come  is  the  sum  of  parents’  adjusted  gross 
income  (line  1)  plus  other  family  income 
(line  2). 

4.  Parents’  Federal  income  tax  paid  for 
1974  (line  4) .  The  legislation  requires  that  a 
deduction  be  made,  from  annual  adjusted 
income,  for  the  amount  of  Federal  income 
tax  paid  on  income  received  during  the  base 
year. 

6.  Effective  family  income  in  1974  (line  5). 
The  result  of  subtracting  Federal  income  tax 
paid  (line  4)  from  the  annual  adjusted  In¬ 
come  (line  3)  is  effective  fEunlly  income  and 
is  the  base  for  calculatmg  expected  contribu¬ 
tion  from  parental  Income. 

6.  Family  size  offset  (line  6).  In  addition 
to  taxes,  a  family  has  basic  subsistance  ex¬ 
penses  which  must  be  met  before  any  con¬ 
tribution  from  income  can  be  expected.  These 
expenses  will  vary  depending  on  size  of  the 
family  involved.  For  piurposes  of  the  basic 
grant,  the  “Weighted  Average  Thresholds  At 
the  Low  Income  Level,’’  developed  by  the 
Social  Security  Administration  and  published 
by  the  Bureau  of  the  Census,  have  been  used 
as  a  reasonable  approximation  of  basic  fam¬ 
ily  expenses.*  These  expenses  are  based  on 
the  food  costs  of  a  family  of  a  given  size,  and 
make  certain  assumptions  about  the  addi¬ 
tional  expenses  of  shelter  and  other  family 
needs. 

’The  data  are  revised  annually,  and 
thus  can  be  used  to  update  the  family  con¬ 
tribution  schedules  from  year  to  year.  The 
figures  supplied  by  the  Bureau  of  the  Census 
have  been  incremented  by  8.8  percent  to  re¬ 
flect  estimated  cost  of  living  increases  from 
the  fall  of  1972  to  the  present,  and  then 
rounded  to  facilitate  calculation.  The  result¬ 
ing  figures  have  been  called  “Family  Size 
Offsets.’’  ’Their  derivation  is  illustrated 
below: 


*Orwig  and  Jones,  “Can  Financial  Need 
Analysis  Be  Simplified?’’  The  American  Col¬ 
lege  ’Testing  Program,  Iowa  City,  Iowa, 
1970— p.  11. 

•From  “Weighted  Average  Thresholds  At 
the  Low  Income  Level”  in  1972  by  size  of 
family  and  sex  of  head,  by  farm-nonfarm 
residence;  current  population  reports,  con¬ 
sumer  Income,  characteristics  of  the  low-in¬ 
come  population;  1972  series  p.  60,  No.  88, 
June  1973. 
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Fakilt  Rtct  OmiTS  9.  Total  offaet  afoinat  income  (Ime  9).  assets  which  ecus  be  assessed  for  contribu- 


The  sum  of  line  •  (family  bIbo  offset)  plus  tkm  for  educational  purposes,  an  asset  re- 
Familf  etee  DoOar  dawmiet  utk.  7  (unusual  expetuMe)  plus  8  (em-  serve  of  87,800  Is  subtracted  from  the  net 

2  _  8060  pioyment  eapense  offset)  Is  the  total  amount  asseu  of  parents.  Since  famlUes  accumulate 

3  _  8660  which  can  be  deducted  from  effective  family  assets  for  several  purposes  indading  retire- 

4  _ 4650  (line  5)  In  order  to  determine  dls-  ment,  future  consumption,  the  postsecondary 

8 _  6600  cretlonary  parental  Income.  education  of  their  children  and  the  provision 

6  _  6300  10.  Discretionary  income  (Une  10) .  The  In-  of  an  economic  buffer  In  the  event  trf  catas- 

7  _  6900  eome  irtilch  remains  after  allowance  has  trt^he.  some  portion  of  assets  should  be  re- 

8  _  7600  been  made  tor  family  living  expenses.  Federal  served  from  any  contribution  toward  post- 

9  _  8300  Income  taxes,  unusual  expenses  and  the  em-  secondary  education,  and  remaining  assets 

10 _  9000  pioyment  expense  offset  may  be  Identified  as  be  assessed  at  some  rate  less  than  100  per¬ 
il _  9700  discretionary  income.  This  Income  is  avail-  cent.  A  review  of  the  net  asset  positions  of 

12 _  10400  able  lor  the  purchases  of  goods  and  services  the  1973-74  Basic  Qrant  recipients  Indicates 


7.  Vnuenal  expenses  (line  7).  The  basic 
Grant  program  is  required  by  law  to  take 
into  consideration  two  kinds  of  imusual  ex¬ 
penses,  those  arising  frmn  a  “catastrophe” 
and  “imusual  medical  expenses.”  It  is  pro¬ 
posed  to  use  the  Internal  Revenue  Service 
definitions  of  medical  and  dental  expenses 
and  casualty  loss  In  determlnii^  “unusual 
expenses"  for  the  Basic  Grant  program.  The 
use  of  Internal  Revenue  Service  definitions 
avoid  the  need  for  creating  a  new  definition 
of  expenses  which  would  be  used  only  by  the 
Basic  Grants  program.  However,  some  distinc¬ 
tion  must  be  made  between  expenses  which 
may  be  itemized  for  income  tax  purposes,  and 
those  itemized  expenses  which  are  “unusual” 
as  used  for  the  Basic  Grant  legislation. 

For  purposes  of  the  Basic  Grant  program, 
those  items  which  may  be  included  as  un- 
\is\ial  expenses  are :  > 

1.  Those  medical  and  dental  expenses  (not 
compensated  by  insurance  or  otherwise) 
which  may  be  listed  as  "medicine  and  drugs” 
on  line  2  of  Schedule  A,  Form  1040  of  the 
Internal  Revenue  Service  and  those  expenses 
which  may  be  listed  as  “Other  Medical  and 
Dental  Expenses”  on  line  6  of  Schedule  A, 
Form  1040.  The  gross  amount  of  all  such 
medical,  dental  and  drug  expenses  is  to  be 
used  in  the  Basic  Grant  calculation. 

2.  Those  casualty  or  theft  loss(es)  permit¬ 
ted  by  the  Internal  Revenue  Service  (Form 
1040,  Schedule  A,  line  29). 

The  amount  of  unusual  expenses  which 
may  be  deducted  from  effective  family  In¬ 
come  (line  5  of  this  illustration)  Is  that 
amotmt  of  \musual  expenses  (as  defined 
above)  In  excess  at  20  percent  of  effective 
family  Income.  This  exclusion  is  designed  to 
confine  claims  for  such  expenses  to  those 
which  are  genuinely  unusual. 

8.  Employment  expense  offset  (line  8).  In 
constructing  budgets  which  recognize  ex¬ 
penses  tor  families,  due  provision  must  be 
made  for  the  expenses  of  the  breadwinner 
which  occm:  as  a  result  of  employment  it¬ 
self.  Some  expenses  for  clothing,  transporta¬ 
tion,  and  other  items  are  attributable  to  oc¬ 
cupational  needs.  When  both  parents  work, 
additional  employment  expenses  are  incurred. 
Also,  If  a  household  is  headed  by  a  single 
parent,  the  costs  associated  with  that  em¬ 
ployment  are  greater  than  for  a  conq>arable 
worker  who  has  the  economic  advantage  ol 
a  nonemployed  spouse.  Therefore  In  the  de¬ 
termination  of  family  contribution  an  "Em¬ 
ployment  Expense  Offset”  has  been  con¬ 
structed  to  treat  more  equitably  the  income 
of  the  two  parent  family  where  both  parents 
work,  or  the  single  parent  household.  It  is 
recognized  that  both  of  these  t3q>es  of  fam¬ 
ilies  will  occur  frequently  in  the  lower  In¬ 
come  families  where  Basic  Grant  eligibility 
is  greatest.  The  offset  provides  that  60  per¬ 
cent  of  the  earnings  of  that  parent  with  the 
lesser  earnings,  or  60  percent  of  the  earnings 
of  the  single  parent,  will  be  protected  from 
any  contribution  toward  education.  The  max¬ 
imum  offset  is  81.600  and  would  thus  assure 
that  up  to  830  a  week  would  be  available  for 
the  additional  expenses  which  these  parents 
face. 


which  enhance  the  standard  of  living  of  the 
family  including  the  cost  of  postsecondary 
education. 

11.  Standard  income  contribution  (line  11). 

A  contribution  of  20  percent  Is  expected  from 
the  first  86000  of  discretionary  Income.  When 
discretionary  income  exceeds  860(X),  the  ex¬ 
pected  income  contribution  is  81000  plus  30 
percent  of  the  amount  In  excess  of  86000. 
The  contribution  rates  will  generally  be  at 
the  20  percent  level  for  most  of  the  income 
range  where  Basic  Grant  eligibility  will  oc¬ 
cur. 

These  contribution  rates  appear  reason¬ 
able  in  terms  of  the  several  demands  made 
on  family  Income,  especially  In  light  of  the 
fact  that  the  cost  of  supporting  the  student 
for  the  academic  year  is  included  in  the  cost 
of  education  and  does  not  have  to  be  met 
from  the  general  budget  resources. 

12.  Effective  income  0/  the  student  (line 
12).  For  purposes  at  the  Basic  Grants  pro¬ 
gram,  the  enabling  legislation  requires  that 
effective  income  of  the  student  Is:  That 
amount  of  social  security  benefits  paid  to  or 
on  behalf  of  a  student  because  he  is  a 
student;  and  one-half  of  that  amount  of 
veteran’s  readjustment  ben^ts  and/or  war 
orphan's  benefits  (exclusive  of  dependency 
allowances)  paid  to  or  on  behalf  of  a  student 
because  he  is  a  student.  In  both  cases,  the 
amount  is  the  total  to  be  received  during 
the  academic  year  for  which  Basic  Grant  as¬ 
sistance  is  requested.  Veteran’s  dependency 
allowances  are  clearly  not  for  the  support  of 
the  Veteran  himself.  Therefore  they  are  in¬ 
cluded  with,  and  given  the  same  treatment 
as,  "effective  family  Income.” 

13.  Adjustment  of  effective  income  of  the 
student  for  negative  income  (line  13) .  In  the 
event  that  the  family  has  a  negative  income, 
that  is,  if  the  effective  family  income  is  less 
than  the  various  offsets  against  Income,  the 
support  of  basic  family  needs  must  be  given 
priority  over  the  support  of  poetsecondary 
education.  Therefore,  the  effective  Income  of 
the  student  may  be  decremented  by  the 
amount  of  the  negative  income  before  effec¬ 
tive  Income  is  added  into  family  contribution. 
In  the  event  that  the  negative  income  of  the 
parents  exceeds  the  effective  income  of  the 
student,  the  amount  of  the  excess  is  pre¬ 
served  to  be  subtracted  from  any  contribu¬ 
tion  from  parental  assets  as  calculated  below. 

14.  (Une  14).  Subtract  line  13  from  line  12 
to  obtain  the  difference  between  the  effec¬ 
tive  income  of  the  student  and  the  discre¬ 
tionary  incmne  of  the  family. 

16.  (Une  15).  If  line  14  is  a  negative 
amount,  enter  0;  if  line  14  is  a  positive 
amount,  enter  it  as  the  effective  income 
component  of  the  family  contribution. 

16.  Net  assets  of  parents  (Une  10). — Foe 
purposes  of  Basie  Grants,  the  following  types 
of  assets  wUl  be  considered:  Equity  in  farm, 
business,  home,  other  real  estate,  stocks, 
bonds,  other  investments,  savings  acoovmts, 
etc.  Since  equity  is  being  measured,  debts 
against  the  stated  assets  will  be  deducted  in 
evaluating  the  net  worth  of  these  assets. 

17.  Available  parental  assets  (Une  19)  ^ — In 
order  to  determine  the  amount  of  parental 


that  87600  is  an  adequate  reserve  since  it 
appears  ‘that  the  average  home  equity  for 
Basic  Grant  applicants  is  this  amount.  In 
addition,  the  87,600  amount  would  allow  for 
emergencies  and  retirement  needs. 

Subtractiiig  line  17  (asset  reserve)  from 
line  16  (net  assets  of  parents)  results  in 
available  parental  assets. 

18.  Asset  assessment  rate  (line  19). — Once 
the  available  parental  assets  have  been  deter¬ 
mined,  a  contribution  rate  of  6  percent  will 
be  assessed  on  the  parents’  net  worth  in  ex¬ 
cess  of  87,600.  Because  the  value  of  assets 
grows,  this  rate  of  asset  assessment  will  gen¬ 
erally  leave  the  family’s  asset  position  largely 
unimpaired. 

A  6%  rate  is  equal  to  or  below  current  real 
estate  and  savings  account  appreciation 
rates,  and  therefore  seems  reasonable. 

19.  Standard  contribution  from  parental 
assets  (line  20) .  Mult4>lylng  available  paren¬ 
tal  assets  (line  18)  by  8%  results  in  the 
standard  contribution  from  parental  assets. 
The  total  meastue  of  available  family  re¬ 
sources  in  a  particular  year  is  the  assessment 
of  both  income  and  assets  of  the  family.  This 
procedure  takes  into  consideration  the  inter¬ 
dependent  relationship  between  assets  and 
income.  In  the  event  that  there  is  a  negative 
assessment  of  income  (eg.  there  exists  off¬ 
sets  (line  9)  exceeding  total  effective  Income 
(line  6) ) .  the  amount  of  negative  assessment 
should  be  taken  into  account  when  deter¬ 
mining  the  total  measure  of  available  family 
resources.  This  can  be  accomplished  by  off¬ 
setting  the  standard  asset  oontrlbutlon  by 
that  amount  which  the  negative  income  ex¬ 
ceeds  the  effective  income  of  the  student. 
Entering  the  standard  parental  asset  com¬ 
ponent  in  line  20  allows  for  this  offset  to 
occur. 

20.  (line  21).  Entering  line  14  (the  differ¬ 
ence  between  effective  income  of  the  student 
and  the  discretionary  income  of  the  family) 
allows  for  the  offset  against  the  contribution 
from  family  assets.  If  line  14  is  0  or  positive, 
enter  0. 

31.  (line  22).  Subtracting  line  21  (offset 
against  contribution  frtnn  assets)  from  line 
20  (parental  asset  contribution)  results  in 
the  component  of  contribution  from  family 
assets. 

22.  Standard  Contribution  from  parental 
income  and  assets,  (line  23).  Adding  line  11 
(parental  income  contribution)  to  line  22 
(parental  asset  contribution)  provides  the 
parental  inoome  and  asset  components  of 
the  family  contribution. 

23.  Multiple  student  adjustment  (line  24). 
Adding  the  parental  income  contribution  to 
the  parental  asse^  oontribution  and  the 
other  parental  asset  contrU>utlon  results 
in  the  expected  contribution  from  par¬ 
ents  with  one  family  member  in  postsec¬ 
ondary  education.  Some  adJustniMits  must 
then  be  made  tar  those  families  in  which 
more  than  one  family  member  will  be  en¬ 
rolled  in  postsecondary  education  for  the 
academic  year  1975-76. 

Since  ea^  student  has  an  allowance  for 
costs  of  attendance,  the  family’s  discretion¬ 
ary  Income  Is  efleettvely  Increased  when 
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there  Is  more  than  one  family  mraaber  in 
postsecondary  education.  In  order  to  deter* 
mine  the  impropriate  percentages,  the  oon* 
tributions  ejm«cted  from  different  family 
sizes  were  compared.  These  investigations 
Indicated  that  140  percent  the  oontrlbu* 
tlon  for  one  child  would  be  a  reasonable 
assessment  against  the  family  with  two  stu* 
dents.  Thus,  each  student  would  receive  70 
percent  of  the  contribution  which  the  fam¬ 
ily  would  make  if  there  were  only  one  stu¬ 
dent  in  the  family.  Similarly,  160  percent  of 
the  single  student  contribution  seemed  ade¬ 
quate  for  the  family  with  three  children  in 
postsecondary  education;  each  student 
could  expect  60  percent  of  the  single  stu¬ 
dent  contribution.  For  families  with  four  or 
more  students,  each  family  will  be  assessed 
40  percent  of  the  single  student  contribu¬ 
tion  for  each  child  in  postsecondary  educa¬ 
tion. 

The  following  table  summarizes  the  treat¬ 
ment  of  families  with  different  numbers  of 
family  members  in  postsecondary  education: 


Number  ol 
students 

Contribution  per 
student  as  a  per¬ 
cent  of  standard 
contribution 

Family  contribu¬ 
tion  for  ail  students 
as  a  percent  of 
standard  contribu¬ 
tion 

Percent 

Percent 

100 

100 

_ _ 

70 

140 

S.  •- _ I _ ; 

50 

150 

4  or  more..^..- 

40 

160+ 

24.  Net  assets  of  the  student  (line  25). — 
The  applicant  net  assets  would  be  defined  in 
the  same  fashion  as  the  assets  of  the  parents. 
Debts  against  these  assets  would  be  deducted. 
Trust  funds  In  the  student’s  name  would  be 
included. 

25.  Student  asset  contribution  (line  26).— 
In  determining  a  fair  treatment  of  student 
assets  the  theory  of  the  major  need  analysis 
systems  has  been  followed:  i.e.,  that  because 
the  student  himself  is  the  direct  beneficiary 
of  postsecondary  education,  he  should  be  ex¬ 
pected  to  invest  a  greater  portion  of  his  re¬ 
sources  in  meeting  his  educational  costs  than 
Should  be  expected  from  his  parents. 

For  the  Basic  Grants  program,  one-third 
of  the  student’s  assets  (recalculated  each 
year)  would  be  expected.  This  method  is' sim¬ 
ple  and  provides  a  modest  reserve  for  the 
student. 

The  result  of  multiplying  the  student’s  net 
assets  (line  26)  by  the  student  asset  assess¬ 
ment  rate  (.33)  Is  that  amount  expected  from 
student  assets  for  educational  purposes. 

26.  Totai  family  contribution  (line  27). — 
The  total  expected  family  contribution  for  a 
dependent  student  Is  determined  by  adding 
line  16  plus  line  24  plus  line  26. 

EXPECTED  FAMmV  CONTKIBXTTTON  TOR  INDEPEND¬ 
ENT  STUDENTS.  ACADEMIC  YEAR  1975-76 

Summary  of  Calculations 

1 .  Adjusted  gross  income  of  appli¬ 

cant  (and  spouse)  in  1974 _  -  ■■■  ■ 

a.  Amount  earned  by  appli¬ 

cant  _ _ 

b.  Amount  earned  by  spouse _ _  _ 

2.  Other  family  Income  in  1974 _ +— — 

3.  Annual  adjusted  family  Income 

of  applicant  (and  spouse) 

(line  1  +  line  2)._ . -  - - 

4.  Federal  Income  Tax  Paid  for 

1974  . .  . . 

6.  Effective  family  Income _ _  =  ■  - 

6.  Family  size  offset  (table  1) _ _  -f  ■  ■ 


7.  Unusual  Expenses _ +' 

8.  Employment  expense  offset 

(table  8) . —  + 


0.  Total  offsets  against  income 

(Unes  8+7+8) _ = - 

10.  Discretionary  income  (line  5 

minus  line  9) _ = - 

11.  If  line  10  Is  a  positive  amount. 

enter  that  amount.  U  line  10 
Is  a  negative  amount,  enter 
0 . . 

12.  Multiply  discretionary  Income 

of  line  11  by  applicable  rate 
to  obtain  standard  contribu¬ 
tion  (table  4) . . 

13.  Effective  income  of  student _  — 

14.  If  line  10  Is  a  negative  amount, 

enter  as  a  positive  number; 
otherwise  enter  0 _  ■ 

15.  Subtract  line  14  from  line  13. 

(May  be  a  negative  amount)  _ - 

16.  If  line  16  is  positive,  enter  as 

contribution  from  effective 
income  of  student.  If  line  15 
is  negative  or  0,  enter  0  as 
contribution  from  effective 
income  of  student _ _ 

17.  Determine  net  assets  of  appli¬ 

cant  (and  spouse) _ _ 

18.  Multiply  amount  of  assets  of 

applicant  (and  spouse),  en¬ 
tered  in  line  17  by  0.33  to  ob¬ 
tain  standard  contribution 
from  assets _ -  — 

19.  If  line  16  is  a  negative  number, 

enter  as  a  positive  number; 
otherwise  enter  0 _ _ 

20.  Subtract  line  19  from  line  18  to 

obtain  standard  contribution 
from  student  assets.  If  nega¬ 
tive  number,  change  to  0 _ _ 

21.  Add  lines  12  and  20  to  obtain 

standard  contribution  from 
income  and  assets _ _ 

22.  Multiply  standard  contribution 

by  multiple  student  rate  to 
determine  expected  family 
contribution  for  each  member 
in  postsecondary  education 
'  (table  2) . . 

23.  Student  Eligibility  Index  equals 

sum  of  lines  16  and  22 _ _ 

EXPECTED  FAMILY  CONTRIBUTION  TOR  INDEPEND¬ 
ENT  STUDENTS  ACADEMIC  YEAR  197S-7S 

Explanation  of  calculations.^  For  the  pur¬ 
poses  of  the  Basic  Grants  program,  independ¬ 
ent  (self-supporting)  student  status  may  be 
claimed  if  the  applicant: 

(1)  Has  not  been  and  will  not  be  claimed 
as  an  exemption  for  Federal  income  tax  pur¬ 
poses  by  any  person  except  his  or  her  spouse 
for  the  calendar  year(s)  in  which  aid  is 
received  and  the  calendar  year  prior  to  the 
academic  year  for  which  aid  is  requested, 
and 

(2)  Has  not  received  and  will  not  receive 
financial  assistance  of  more  than  $600  (in 
cash  or  kind)  from  his  or  her  parent(s)  in 
the  calendar  year(s)  in  which  aid  is  received 
and  the  calendar  year  prior  to  the  academic 
year  for  which  aid  is  requested,  and 

(3)  Has  not  lived  or  will  not  live  for  more 
than  two  consecutive  weeks  in  the  home  of  a 
parent  during  the  calendar  year(s)  in  which 
aid  is  received  and  the  calendar  year  prior  to 
the  academic  year  for  which  aid  is  requested. 

Once  a  student  has  been  determined  to 
'  meet  these  criteria  and  is  defined  as  an  in¬ 
dependent  student,  his  expected  family  con¬ 
tribution  is  calculated  according  to  the 

•  process  outlined  below. 

1.  Adjusted  gross  income  of  applicant  (and 

*  spouse)  (line  1).  All  income  which  is  avail- 
'  able  to  the  applicant  (and  spouse)  should 


1  Reference  numbers  are  keyed  to  line  items 
of  preceding  sununary. 


be  considered  in  the  evaluation  of  ability  to 
support  the  cost  of  postsecondi^  education. 
’The  most  valid  reference  for  taxable  income 
is  the  adjusted  gross  Income  item  in  the 
Federal  income  tax  return.  This  information 
is  readily  available  and  can  be  verified  by 
referring  to  the  IBS  forms  actually  filed. 

The  decision  as  to  which  year’s  income  is 
to  be  considered  is  a  difficult  one  for  inde¬ 
pendent  students.  ’Traditionally,  a  student's 
income  may  vary  considerably  from  year  to 
year.  While  it  may  be  preferable  to  ask  the 
student  to  estimate  his  earnings  for  the  cur¬ 
rent  year,  obtaining  realistic  projections  of 
earnings  would  not  be  possible  without  es¬ 
tablishing  counseling  centers  where  students 
could  be  assisted  in  preparing  this 
Information. 

Because  this  is  not  feasible  at  this  time, 
it  has  been  determined  that  the  adjusted 
gross  income  to  be  considered  is  that  amount 
entered  on  the  previous  year’s  Federal  in¬ 
come  tax  form. 

’This  also  has  the  advantage  of  being  con¬ 
sistent  with  the  data  collected  tor  dependent 
students  and  assures  that  the  family  con¬ 
tribution  of  all  students  is  determined  from 
the  same  base. 

2.  Other  income  of  the  independent  stu¬ 
dent  (line  2).  Information  on  other  Income 
of  the  independent  student  must  also  be 
collected  since  this  income  does  clearly  con¬ 
tribute  to  financial  strength  and  may  repre¬ 
sent  a  considerable  pmtlon  of  the  inccnne 
of  many  Basic  Grant  recipients.  Elements  of 
other  income  are:  Income  from  tax  exempt 
bonds,  that  portion  of  pensions  on  which  no 
Federal  income  tax  is  required,  that  portion 
of  capital  gains  on  which  no  Federal  income 
tax  is  required,  welfare  benefits,  social  secu¬ 
rity  retirement,  that  portion  of  the  veteran’s 
benefits  attributable  to  the  dependents  of 
the  veteran,  child  support  payments,  vet¬ 
eran’s  disability.  Income  of  persons  who  did 
not  file  income  tax  returns,  etc. 

3.  Annual  adjusted  family  income  of  ap¬ 
plicant  (and  spouse)  (line  3). — Annual  ad¬ 
justed  family  income  is  the  sum  of  adjusted 
gross  income  (line  1),  and  other  family  in¬ 
come  (line  2) . 

4.  Federal  income  tax  paid  by  applicant 
(and  spouse)  (line  4).  The  legislation  re¬ 
quires  that  a  deduction  be  made,  from  an¬ 
nual  adjusted  income,  for  the  amount  of 
Federal  income  tax  paid  on  income  received 
during  the  base  year. 

5.  Effective  family  income  (line  5) .  ’The  re¬ 
sult  of  subtracting  Federal  Income  tax  paid 
(line  4)  from  the  annual  adjusted  family  in¬ 
come  (line  3)  is  effective  family  income. 

6.  Family  size  offset  (line  6).  In  addition 
to  taxes,  there  are  basic  subsistence  expenses 
which  must  be  met  before  any  contribution 
from  income  can  be  expected.  These  expenses 
will  vary  depending  on  the  size  of  the  family 
involved.  For  the  single  independent  student, 
this  offset  is  $850  which  covers  the  student’s 
summer  living  expenses.  Using  the  same  base 
for  deriving  family  size  offsets  as  is  used  for 
multiple  member  families  (weighted  average 
thresholds  at  the  low-income  level)  and  ad¬ 
justing  for  an  8.8  percent  increase  in  the  cost 
of  living,  the  family  size  offset  for  a  single 
member  family  is  $2,361  per  year.  Generally, 
a  student  is  in  school  for  approximately  65 
percent  of  the  year  (two  16 -week  semesters 
plus  a  2-week  break  between  semesters) . 
Since  his  expenses  during  this  34-week  aca¬ 
demic  year  are  covered  in  his  cost  of  attend¬ 
ance,  the  $850  offset  provides  for  his  expenses 
during  that  period  of  time  when  he  is  not  in 
school. 

For  married  independent  students  and 
those  with  additional  dependents,  the  family 
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size  offset  Is  the  oame  as  that  for  the  parent's 
of  dependent  students: 


F&iciLT  Size  Offstts 

Familp 

size 

2  . 

3  . 

4  _ _ 

5  . . 

<  . 

7  . 

•  . . . . 

»  . . 

10  . . 

11  . . 

12  . . . . 


DoUar 
amount 
3,060 
3,  650 
4, 650 
5,500 
6,200 
6,900 
7,600 
8,300 
9,000 
9,  700 
10,400 


7.  Unusual  expenses  (line  7). — The  Basic 
Grants  program  is  required  by  law  to  take 
into  consideration  at  least  two  kinds  of  un¬ 
usual  expenses,  those  arising  from  a  “catas¬ 
trophe”  and  “unusual  medical  expenses.” 

It  is  proposed  to  use  the  Internal  Revenue 
Service  deffnitions  for  medical  and  dental 
expenses  and  casualty  lo6s(es)  to  constitute 
“imusual  expenses”  tor  the  Basic  Grants  pro¬ 
gram.  The  use  of  Internal  Revenue  Service 
definitions  avoids  the  need  for  creating  a 
new  definition  of  expenses  which  would  be 
used  only  by  the  Basic  Grants  program.  How¬ 
ever,  some  distinction  must  be  made  between 
expenses  which  may  be  itemized  for  Income 
tax  purposes,  and  those  itemized  expenses 
which  are  “unusual”  for  Basic  Grants. 

For  purposes  of  the  Basic  Grants  program 
those  Items  which  may*be  included  as  un¬ 
usual  expenses  are; 

1.  Those  medical  and  dental  expenses  in¬ 
curred  during  the  base  year  (not  compen¬ 
sated  by  insurance  or  otherwise)  which  may 
be  listed  as  “medicine  and  drugs”  on  line  2 
of  Schedule  A,  Form  1040  of  the  Internal 
Revenue  Service  and  those  expenses  which 
may  be  listed  as  “Other  Medical  and  Dental 
Expenses”  on  line  6  of  Schedule  A,  Form 
1040.  The  gross  amount  of  all  medical,  dental 
and  drugs  expenses  may  be  listed. 

2.  In  addition,  those  casualty  or  theft 
los8(e6)  incurred  during  the  base  year  per¬ 
mitted  by  the  Internal  Revenue  Service 
(Form  1040,  Schedule  A,  line  29) . 

The  amount  of  xmusual  expenses  which 
may  be  deducted  is  that  amount  of  unusual 
expenses  (as  defined  above)  In  excess  of  20 
percent  of  the  effective  family  income.  This 
exclusion  is  designed  to  confine  claims  for 
such  expenses  to  those  which  are  genuinely 
unusuaL 

8.  Smployment  expense  offset  (line  8).  In 
constructing  budgets  which  recognize  mini¬ 
mum  expenses  for  families,  provision  mxist  be 
made  tor  the  expenses  of  the  breadwinner 
which  occur  as  a  result  of  employment  itself. 
Some  expenses  tor  clothing,  transportation, 
food,  and  other  items  are  attributable  to 
occupational  needs.  When  two  persons  work, 
additional  employment  expenses  are  incurred. 
Also,  if  a  household  is  befuled  by  a  single  per¬ 
son,  the  costs  associated  with  that  employ¬ 
ment  are  greater  than  for  a  comparable 
worker  who  has  the  economic  advantage  of  a 
nonemployed  spouse.  Therefore,  in  the  de¬ 
termination  oi  family  contribution  an  “Em¬ 
ployment  Expense  Offset”,  has  been  con¬ 
structed  to  treat  more  equitably  the  income 
of  the  two-person  family  where  both  persons 
woilr  during  the  base  year,  or  the  single  per¬ 
son  who  heads  a  household  during  the  base 
year.  It  is  recognized  that  both  of  these  tyx>es 
of  families  will  occur  frequently  in  the  lower 
Income  families  where  Basic  Grants  eligibility 
is  greatest.  The  offset  provides  that  50  percent 
of  the  eiuhlngs  of  that  person  with  the  lesser 
earnings,  or  50  percent  of  the  earnings  of  the 
single  head  of  household,  will  be  protected 
from  any  contribution  toward  education.  The 
maximum  offset  would  be  $1,500  and  would 
thus  assure  that  up  to  $30  a  week  would  be 


available  for  the  additional  expenses  which 
these  persons  face. 

9.  Total  offsets  from  tneome  (Hne  9),  The 
sum  of  line  6  (family  size  offset)  plus  line  7 
(unusual  expenses)  plus  line  8  (emi>loyment 
expense  offset)  is  the  total  amount  which  can 
be  deducted  from  effective  family  income 
(line  5)  in  order  to  determine  discretionary 
Income. 

10.  Discretionary  income  (line  10).  The 
Income  which  remains  after  adjustment  has 
been  made  for  family  living  expenses.  Fed¬ 
eral  Income  taxes,  unusual  expenses  and  the 
employment  expense  offset  may  be  identified 
as  dl^retlonary  income.  This  Income  is 
available  for  the  purchase  of  goods  and 
services  which  enhance  the  standard  of  liv¬ 
ing  of  the  family,  including  postsecondary 
education. 

11.  Adjusted  Discretionary  Income  (line 
11).  Adjusted  discretionary  income  is  the  dis¬ 
cretionary  income  determined  in  line  10  and 
adjusted  to  eliminate  negative  amounts  in 
the  calculation  of  contribution  from  Income. 

If  the  discretionary  income  in  line  10  is  a 
negative  amount,  or  0,  it  should  be  entered 
as  a  zero  (0) ;  If  positive,  that  amount  should 
be  entered. 

12.  Standard  income  contribution  (line  12). 
Because  of  the  direct  benefits  of  postsecond- 
ary  educsdlon  received  by  the  independent 
student,  the  expected  contribution  rate  for 
such  sttidents  from  income  has  traditionally 
been  much  greater  than  the  rate  applied  to 
the  discretionary  tneome  of  the  parents  of 
dependent  students.  In  fact,  the  independent 
student  has  usually  been  expected  to  tise 
all  of  his  discretionary  income  for  educa¬ 
tional  purposes. 

In  developing  a  system  for  the  Basic  Grants 
program,  it  was  felt  that  a  100  percent  con¬ 
tribution  rate  was  excessive,  especially  for 
independent  students  with  family  responsi¬ 
bilities. 

The  following  Income  contribution  sched¬ 
ule  was  developed  to  accommodate  these 
responsibilities: 

(a)  75  percent  of  discretionary  income  for 
the  single  Independent  student  with  no 
dependents: 

(b)  50  percent  of  discretionary  Income  for 
the  married  independent  student  with  no 
dependents  other  than  spouse; 

(c)  40  percent  of  discretionary  income  for 
the  married  lnd^>endent  student  who  has 
dependents  other  than  spouse. 

13.  Effective  income  of  the  student  (line 
13).  For  purposes  of  Basic  Grants,  effec¬ 
tive  Income  of  the  student  is:  TTict  amotmt 
of  social  security  benefits  paid  to  or  on  be¬ 
half  of  the  student  because  he  is  a  student; 
and  one-half  of  the  amount  of  veteran’s  re¬ 
adjustment  benefits  and/or  war  orphan’s 
benefits  (exclusive  of  dependency  allowances) 
paid  to  or  on  behalf  of  a  student  because  he 
is  a  student. 

In  both  cases,  the  amount  is  the  total  to 
be  received  during  the  acadMnlc  year  for 
which  Basic  Grant  assistance  is  requested. 
Dependency  allowances  are  clearly  not  for 
the  st4>port  of  the  Veteran  himself.  There¬ 
fore,  they  are  included  with,  and  given  the 
same  treatment  as,  “effective  family  Income.” 

14.  Statement  of  negative  income  (line  14) . 
In  the  event  that  the  independent  student 
and  his  family  have  a  negative  income  (that 
is  the  income  at  the  independent  student 
and  ^>ouse  are  leas  than  the  stun  of  the 
various  offsets  against  income  (line  9) ) ,  the 
support  of  basic  family  needs  must  be  given 
priority  over  support  of  postsecondary  edu- 
eatlon.  Therefme,  the  effective  Income  of  the 
student  may  be  decremented  by  the  amotmt 
of  the  negative  Income  before  effective  In- 
emne  is  added  into  family  contribution.  Line 
14  allows  any  negative  tneome  to  be  restated 
as  a  positive  figure  for  purposes  of  furUier 
calculations. 


15.  Subtraction  of  negative  income  from 
effective  ineeme  of  the  student  (line  IS). 
This  SDbtraetkm  eetabllnhes  the  amount  of 
effective  tneome  remaining  after  any  nega¬ 
tive  Income  Is  sidstracted.  In  the  evwit  that 
negative  Income  exceeds  effective  income,  a 
negative  balance  will  remain  after  this  sub¬ 
traction.  Such  a  negative  amount  is  pre¬ 
served  for  subtraction  from  the  contribution 
from  assets. 

16.  Statement  of  contribution  from  effec¬ 
tive  income  of  the  student  (line  16).  The 
amount  of  effective  income  which  remains 
after  the  adjustment  for  negative  Income  of 
the  student  is  the  contribution  from  effective 
income.  This  amount  may  be  0  (zero)  or 
positive.  It  may  not  be  a  negative  number. 

17.  Net  assets  of  applicant  (and  spouse) 
(line  17).  For  purposes  oi  Basic  Grants,  the 
following  types  of  assets  will  be  ctmsidered: 
Equity  in  farm,  business,  home,  other  real 
estate,  stocks,  bonds,  other  Investments,  sav¬ 
ings  accounts,  etc.  Since  equity  la  being 
measured,  debts  against  the  stated  assets  will 
be  deducted  in  evaluating  the  net  worth  of 
these  assets. 

18.  Asset  contribution  rate  (line  18).  In 
determining  a  fair  treatment  of  student 
assets,  it  has  been  assumed  that  since  a  stu¬ 
dent  is  the  direct  beneficiary  of  postsecond¬ 
ary  education,  he  should  be  expected  to  in¬ 
vest  a  portion  of  his  resources  in  meeting  his 
educational  costs.  ’Therefore,  one-third  of  the 
student’s  assets  (recalculated  each  year) 
would  be  expected.  This  method  is  single  and 
provides  a  modest  reserve  for  the  student. 
The  result  of  multiplying  the  student’s  net 
assets  (line  13)  by  the  student  asset  assess¬ 
ment  rate  (line  17)  is  that  amount  expected 
from  student  assets  for  educational  purposes. 

19.  Offset  against  the  asset  contribution  of 
the  applicant  and  spouse  (line  19).  Line  15 
is  the  amoimt  that  is  remaining  after  the 
offset  of  negative  discretionary  Income 
against  student  effective  income.  It  is  en¬ 
tered  here  as  an  offset  against  student  asset 
contribution. 

20.  Contribution  from  assets  of  the  appli¬ 
cant  and  spouse  (line  20).  The  amount  of 
the  asset  contributlcm  that  remains  after  the 
adjustment  for  negative  discretionary  in¬ 
come  is  that  amount  expected  from  their  as¬ 
sets  for  educational  purposes. 

21.  Standard  contribution  from  income  and 
assets  (line  21 ) ,  TTie  amount  of  standard  con¬ 
tribution  from  the  applicant’s  and  qwuse’a 
mcome  (line  12)  and  the  amount  of  contri¬ 
bution  from  the  assets  of  the  applicant  and 
spouse  (line  20)  are  added  here  to  detennme 
the  amoimt  of  expected  fcunlly  contribution 
from  Incmne  and  assets  tor  Basic  Grants 
purposes. 

32.  Multiple  student  adjustment  (line 
22). — ^Adding  the  contribution  from  annual 
adjusted  fai^y  income  to  the  asset  cmitrlbu- 
tion  results  in  the  expected  contribution  fesr 
one  family  mensbei'  In  poetsecondary  educa¬ 
tion  from  family  income  and  assets.  Some  ad¬ 
justment  must  then  be  made  for  those  fam¬ 
ilies  m  which  more  than  one  family  member 
will  be  enrolled  in  poetsec<mdary  education 
for  the  acadonic  year  1976-76. 

The  adjiutments  used  for  the  dependent 
student  may  also  be  used  for  the  Independ- 
Mt  student.  The  use  of  the  same  adjustments 
for  both  groops  of  students  assures  consist¬ 
ency  of  treatnamt,  and  lnq>Iements  the  gen¬ 
eral  principle  that  a  family  with  more  than 
one  person  In  postsecondary  education  should 
eontrUoute  less  per  person  than  a  family  with 
mly  we  memher  engaged  in  such  study. 

23.  Total  famOg  eontribution  (line  23). — 
The  total  expected  family  cwtrlbutlon  for 
an  independent  student  is  determined  by 
adding  line  Id  plus  line  33. 

(Subpart  1  of  Part  A  of  title  IV  of  the  Higher 
Education  Act  of  1966,  as  amended  (20  U.6.C. 
1070a) ) 

(FR  Doc.74-14926  Filed  6-26-74;  11  06  amj 
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